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60 copies? So yo 





GIRL: Shucks, there’s no magic about that. Anyone can use one sheet of this 
carbon paper up to 60 times! 


MAGICIAN: But don’t the copies get blurred, and hard to read? 


GIRL: Not at all! You see, I’m using Roytype’s Park Avenue carbon paper, made 
by the Royal Typewriter Company. And one sheet of Park Avenue can be 
used up to GO times, cleanly and clearly! This test copy proves it. . . 
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Laboratory test No. 36351-NY, issued March 19, 1943 


MAGICIAN: / still think it’s magic! This looks almost like it was made from a fresh sheet 
of carbon pape r! Tlow do they do ut? 


GIRL: The Royal salesman told me it’s because Park Avenue is “deep-inked” by 
a special process that soaks the ink right down into the paper. And then, 
Park Avenue has an extension edge that lets you reverse the sheet, top to 
bottom, so all areas of the paper can be used. 


MAGICIAN: J see. No trick at all... just common sense! No wonder you can get so many 
more coples from each sheet of Park Avenue! 
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Complete line of carbon papers 


HERE ARE MANY different carbon 
jarani in the Roytype* line, made by 
the Royal Typewriter Company. One of 
these... it may be Park Avenue, or it 
may be another... will exactly fit your 
needs, depending on the particular type 
of work done in your office. Your local 
Royal Typewriter Representative will 
gladly show you the whole price range of 
Roytype carbon papers and help you 
choose the weight, finish, and quality 
best suited to vour requirements. 





* 
a ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 








TYPEWRITER asnenel 
Mie 





*Trade-Mark Registered U. S. Pat. Off., 
Copyright 1943, Royal Typewriter Company, Inc. 
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L.dttortal Comment 


The Crisis 

Y the time this issue reaches the hands of readers, 

the big adventure in Europe may be under way, with 
all that it implies for the security of the nation and the 
internal economy. Success of American and allied arms 
may have been brought nearer; the future may have 
been clarified to the extent that the next moves in the 
economic field may have been indicated. This is the crisis 
for which all have been preparing through many stormy 
months. 


Controllership Contributions 

WELL worded analysis of what controllership has 

contributed, and what it will be called on to give, 
to the solution of this country’s economic and financial 
problems of yesterday and tomorrow, appears as an in- 
troduction to the program of the Seventh Midwestern 
Conference of Controllers at St. Louis, under the spon- 
sorship of the Controllers Institute of America. It was 
written by Mr. Daniel M. Sheehan, controller of Mon- 
santo Chemical Company, chairman of the Conference. 
Mr. Sheehan is a member of the National Board of Di- 
rectors of The Institute. Here is his picturization of 
controllership, under the heading, ‘‘A Place in the To- 
morrow”: 

“Firmly woven into the fabric of a business and indus- 
trial world now threadbare from the wear of war is the 
controller. His has been a profession found doubly es- 
sential when clear and factual thinking is needed to 
carry on in this arsenal of democracy. He has been like 
a governor on a machine, a governor now emotionally 
driven by the War God, Mars. 

“In the hope for years of peace and progress, with its 
need for rebuilding and revival, the controller has an 
even greater task to perform. Guesswork and crystal 
gazing in business have been replaced by the controller 
and his laboratory of facts and figures. From these he 
and the leaders of commerce and trade must stimulate a 
war-groggy world with constructive encouragement. 

“The controller is today doing his duty as a patriotic 
citizen but he must do more than this—he must when- 
ever possible help formulate the plans for an era that 
will need a reasoning rather than an emotional mind. 
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“The St. Louis Conference has been carefully planned 
not only to disseminate some of the answers, but to 
stimulate further inquiry and action.” 


Preparing New Taxation Suggestions 


EMBERS of The Controllers Institute of America 

have been asked to give to its Committee on Fed- 

eral Taxation their suggestions with respect to recom- 

mendations concerning desirable amendments of the 
Revenue Act. They are responding freely. 

The recommendations with respect to taxation which 
have been made by The Institute over many years have 
dealt for the most part with technical and procedural 
phases of revenue legislation, the removal or correction 
of inequities and of provisions obviously not intended 
by Congress. Rarely have The Institute’s recommenda- 
tions embraced the matter of rates of taxation. Future 
recommendations will, undoubtedly, be confined to that 
field. The Institute’s suggestions have received serious 
consideration at the hands of Congress, The Treasury, 
and the Joint Committee on Internal Revenue Taxation, 
and many of them have been adopted. 

The Institute can be helpful to Congress and the 
other Washington authorities in providing information 
as to the effects on corporate finances of rates or other 
proposals which might be under consideration. Con- 
tinuing assistance to Congress and the Treasury in carry- 
ing out the provisions of the proposed new withholding 
legislation now under consideration has been asked and 
will be given in full measure by The Institute. The so- 
called simplification of the withholding procedures will, 
undoubtedly, call for still greater cooperation by em- 
ployers than has already been given. The proposals of 
the Ways and Means Committee of the House of Repre- 
sentatives already are being studied by The Institute's 
Committee, which is working closely with the Treasury 
to make them effective without at the same time placing 
too heavy a burden on employers. Controllers are will- 
ing to go to great lengths to assist in bringing forth a 
workable act. They bring to bear the point of view of 
practical men who have to deal with these matters on a 
day-to-day basis. 
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Postwar Taxation 


EDUCTION of excessive taxation is recognized by 
R business leaders generally as an essential compo- 
nent of successful reconversion of business to a peace 
basis. They have raised their voices repeatedly on that 
subject. It remains to be seen what the effect will be in 
coming revenue legislation. 

The goal is a vigorous, healthy, expanding economy, 
with plenty of jobs. There are many who are asking for 
assurance now as to exactly what business may look for- 
ward to in the way of taxes after the war, so that they 
may plan with confidence for the difficult change-over 
period. These men believe that this takes precedence 
over simplification of tax requirements, so far as corpo- 
rations and other business entities are concerned. Simpli- 
fication of personal income tax forms and procedures 
does not enter into the problem, although it will be 
helpful. 

One advocate of giving early assurance to business 
men concerning postwar taxes says: 


“Insofar as corporation income taxes are concerned, 
Congress can easily and simply give relief to corpora- 
tions in the postwar period and tell them now just how 
much the relief will be and when it will take effect. This 
may be accomplished by an amendment to Code Section 
710 (B) to provide that the 80 per cent. maximum ‘take’ 
of the corporate surtax net income be reduced to 60 
per cent., or other lesser figure as agreed on as equitable, 
on and after a specified future date; for example six 
months after an armistice in Europe.” 


Enactment of such a provision would indeed give 
business men confidence. It would bring “venture cap- 
ital” back into the picture. Is it too much to hope for? 


Storing Red Tape 


ce concerns are advertising the idea 
that because of overcrowding of offices and busi- 
ness establishments it might be advisable to place sur- 
plus office records in fireproof vaults in their storage 
warehouses. Another tribute to the volume of paper 
work entailed by the war and governmental red tape. 


Professor Sanders Covers Much Ground 


:4 HE progress of government controls of business 
4 enterprise has been measured by the increasing uti- 
lization of accounting.” So says Thomas H. Sanders, 
Professor of Accounting, Harvard Graduate School of 
Business Administration, in the spring number of 
“Harvard Business Review,” in an article entitled 
“Government by ‘Accounting Principles.’ ” 

Professor Sanders really unlooses a series of con- 
structive criticisms and comments which serve to turn 
the spotlight on accounting as it functions today, under 
the guidance of public accountants and privately em- 
ployed accountants in industry. He speaks of the ac- 
centuation of the government's use of accounting in its 
telations with business during the war—both cost and 


financial accounting—in the determination of contract 
prices and in their subsequent renegotiation, and points 
out that the reason usually given for thus increasing 
government accounting requirements on business is 
that accounting in the hands of public accountants and 
of private industry has not lived up to the standards 
which certain critics would impose on it. 

He has something interesting to say concerning the 
variety and contradictions, real or apparent, of account- 
ing practices of private business enterprises, which 
some have criticised. He points out that government 
authorities have made the situation worse by adding 
more varieties and contradictions, and adds that the 
varieties of accounting practice indulged in by private 
business are not necessarily objectionable. He remarks 
that frequently they are nothing more than natural and 
desirable treatments of very diverse situations, and adds 
that such variety is healthier than a dead level of uni- 
formity, “enforced by people with inadequate experi- 
ence or understanding of the problems with which they 
deal.” ... . “Government agencies frequently lack this 
background of professional experience and therefore 
tend to make rules which in their results are not in the 
best interests of those most concerned.” With this most 
controllers will agree heartily. 

Professor Sanders attacks the “original cost” theory 
of accounting, which has been recognized by the courts 
and the Federal Power Commission. Preserving the in- 
vestment by appropriate depreciation accounting is of 
the essence of private enterprise, regulated or unregu- 
lated, he points out. Further he says: “The rods which 
chasten businessmen fall also upon the backs of ac- 
countants, and the pleas of accountants for more free- 
dom of action are in essence pleas for greater freedom 
of business enterprise.” 

The controller enjoys this freedom of action, within 
the confines of his office. Otherwise he could not keep 
his management posted as to the real progress or status 
of his particular enterprise. 

Professor Sanders, as usual, is stimulating and thought 
provoking. 


President Thanks Men Who Conducted Con ference 


ANY men gave of their time, energy, and brains, to 

make the Fourth War Conference of Controllers 
a success. Planning and carrying out this affair, which 
took place on April 3 in New York City, called for the 
services, suggestions, guidance, and active participa- 
tion of scores of members of The Controllers Institute 
of America and of its subsidiary, the New York City 
Control. 

President John C. Naylor tells us that he feels he 
is voicing the sentiments of hundreds of members of 
The Institute when he says that he is deeply appreciative 
of the contributions which these scores of members made 
to the success of the affair. We pass this expression of 
appreciation and thanks along with gusto. The infor- 
mation yielded by the Conference was sorely needed, to 
aid controllers to meet the increased burdens which 
have been placed on them. A.B: T: 








The Postwar Balance Sheet 


It would be interesting if we could 
know the ideas that people have about 
us. Because I am a chairman, some no 
doubt think that I am smoking a fat ci- 
gar, have three or four chins, am wearing 
a stiff shirt, and have a body as wide as 
it is long. I don’t know what they think 
a controller looks like, but some may 
visualize him as a complicated machine 
which walks. 

The public is right about a lot of 
things, but it is way off the path if it 
thinks of us or other management exec- 
utives as anything other than human be- 
ings. On the other hand, we are off the 
beam if we think of the public—our 
customers, workers, and investors—as 
anything other than human beings. 

Management more and more must 
think of its assets and liabilities, its 
books, inventories, and business in 
terms of people. 

Balance sheets record the action of 
men. Men must interpret balance 
sheets. Figures, brick, mortar, money, 
materiel, and all else physical are in 
themselves valueless unless they become 
tools of men and are used intelligently 
and constructively by men. 

A mere generalization about men is 
insufficient. What kind of men? To win 
wars or to win peace, not only are the 
qualifications of training and _ intelli- 
gence required but also there must be 
men of spirit, men of faith, men with 
the desire and determination to build, 
men who can dream, men who can 
blueprint, men who will act, men who 
will sacrifice now for better standards 
later, men of initiative, character, and 
judgment. 

That there have been both an appre- 
ciation of the American way of life by 
our citizens and a rebirth of the spirit 
to protect and promote it, is being daily 
demonstrated by our young men and 
women throughout the world. 

Therein lies one of our greatest—yes, 
our greatest—asset for the future. Let 
us, at all times, realize the vital im- 
portance of people in all of our calcu- 
lations. 

We must understand the impacts on 
human beings of philosophies of 
spreading the work—economy of 
scarcity as contrasted to plenty—taxa- 
tion for reform rather than revenue— 
“take from the haves for the have- 
nots’—the state owes us a living—as 
contrasted with our debt to the state, 
and our personal and public opportu- 
nities and responsibilities. 

On one point, all of us are in agree- 
ment—men must have jobs, productive 








By Clarence Francis 


jobs. Too much unemployment for too 
long would produce nothing but de- 
structive results. Our system must be 
made to work and to bring th.: about 
becomes the common problem of all 
segments of our population—govern- 
ment, management, labor, agriculture, 
and consumers. 

We have had too much unemploy- 
ment in the past. Our population 1s in- 
creasing and the need of more and 
more jobs is evident. There can be no 
return to the good old days—the best 
old days ever recorded. Sights must be 
raised. A dynamic economy far in ex- 
cess of the past must be realized— 
greater quantity of products, of better 
quality at lower cost, is essential. Other- 
wise our structure breaks, unemploy- 
ment results, and confidence gives way 
to despair with attendant disastrous re- 
sults. 

Success will depend upon many fac- 
tors, not the least of which in impor- 
tance is our philosophy, our policy, our 
administration of profits. 


NEED FOR PROFIT 


The individual must make a profit to 
become an investor—the farmer must 
profit if we are to eat—industry must 
profit if jobs are to be created and if 
purchasing power is to increase so that 
all factors of our economy may expand. 

Our world leadership in industrial 
accomplishments, in creating the high- 
est standards of living, has resulted 
largely from the opportunity of our 
people to make profits. Our country has 
progressed through a philosophy of 
production, made dynamic by the profit 
motive. Profits encourage investment 
and create capital which, in turn, 
creates jobs and purchasing power. 

The real test of management is in its 
production and use of profits. Our re- 
sponsibility transcends the mere mak- 
ing of profits for any one segment. We 
have not only an obligation to the in- 
vestor but also to the employe and to 
the consumer. All must profit if we are 
to attain our goal of maximum em- 





ployment. Any one segment demanding 
and procuring a maximum “take” 
would retard and make impossible an 
overall accomplishment in the national 
welfare. 

I liken this problem to that facing 
railroad management in constructing 
and operating a streamline train. Obvi- 
ously they would desire maximum 
speed, maximum safety, and maximum 
comfort. It is obvious that maximum 
speed can be incompatible with maxi- 
mum safety or maximum comfort. 

Judgment—there is no yardstick—it 
is essential to attain proper balance. 

So much for generalization. Let’s get 
down to the business of today. 

The problem, as I see it, is the at- 
tainment of a dynamic economy suff- 
ciently large to provide productive jobs 
in private enterprise for all who can 
and will work. 

It seems unnecessary to compile a 
mass of figures to point up this specific 
task. There is nothing static about it 
anyway, so long as our population con- 
tinues to increase. We know that more 
jobs are going to be necessary after the 
war. So let’s set as our peacetime goal 
one-fourth or one-third more produc- 
tive jobs than ever were attained before. 
The attainment of such a goal is a 
challenge which we must accept. 

Can it be done? In answer, let’s look 
at our assets and our liabilities. Then we 
can better outline what can and should 
be done. 

Time obviously permits only a tele- 
gtaphic review, even though any one 
man had all the answers—to which no 
sane man would lay claim. 


Our ASSETS 


I include in our assets the following, 
not necessarily in the order of impor- 
tance, and this list will not be com- 
plete— 

1) Proven Management—After what 


management has done for the war ef- 
fort, this point needs no elaboration. 





New York. 





ASSETS AND LIABILITIES 


In this paper, presented at the Fourth War Conference of The 
Controllers Institute of America, Mr. Francis lists ten assets and an 
equal number of liabilities now prevalent in the domestic situation. 
The author is chairman of the Board of General Foods Corporation, 


—THE EDITOR | 
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It’s in the record. It’s an asset we can 
count upon. 

2) Trained Labor, and plenty of it— 
That, too, is in the record and is an as- 
set which no other nation has yet ap- 
proached. 

3) New Inventions, New Techniques, 
New Products—Science has probably 
gained a decade or more under war 
pressures. The realization of many of 
these, however, will require capital, 
materials, and men. The shelves of 
America’s laboratories are crowded with 
new products and blueprints, waiting 
for peacetime development. 

4) Pent-up or Deferred Demand— 
This includes rehabilitation of proper- 
ties, a large deficit in housing, the re- 
building of inventories in all fields, re- 
placement of worn-out material and 
machines, recapture of motor and other 
markets, civilian air needs, clothing, 
farm equipment, etc. 

5) Private Purchasing Power—This is 
now the largest in history. With con- 
fidence in security of employment, this 
money will be in circulation. Let us not 
overlook the importance of confidence. 
This potential purchasing power can 
become frozen without it, and used 
only for bare necessities rather than for 
the fulfillment of desires. Our chins 
must be up. 

6) Inflation and Deflation Risks Mini- 
mized—Regardless of criticism of tech- 
niques, prices have been controlled to 
the degree of reducing risk of violent 
swing to inflation and consequent de- 
flation. 

7) International Trade—Assuming 
ability to pay and lack of prohibitive 
tariffs, large markets seem evident. We 
certainly will have an abundance of 
shipping, experienced crews, and great 
productive capacity. 

8) Reduction of Private, State, and 
Local Debt—Mortgage, insurance loans, 
installment sales, etc., as well as state 
and local debts have been materially re- 
duced. 

9) Attitude—Importance of business 
and industry to our national welfare is 
now better understood and appreciated 
by the general public. 

10) Future Planning—While _ there 
was practically none during the last 
War, a great deal is under way now. 
Confidence that the job can and must 
be done is increasing as specific plans 
develop. A little later on I want to ex- 
pand this point. 


Our LIABILITIES 


Under liabilities must be included 
the following, and again the list is not 
complete— 


1) Relationship between Management 
and Labor—The inevitable adjustments 
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accompanying the transition period will 
require understanding and tolerance. 

2) Group Pressures—The trend was 
adverse before the war and still is. The 
need of great statesmanship is indicated 
for all principal groups in our country. 

3) Lack of Coordination in Planning 
—This existed in government before 
the war, exists today, and so far as fu- 
ture planning is concerned continues to 
exist. 

4) Disposition of Government Owned 
Plants, Facilities, and Equipment—The 
impact will be great, even though it is 
handled with greatest intelligence and 
efficiency. If poorly done, the effect 
during the immediate and long range 
future will be damaging. 

5) Contract Termination—Delays in 
fair and equitable settlements will ma- 
terially retard recovery. 

6) International Uncertainties—A rep- 
etition of harmful policies and _phi- 
losophies following the first world war 
should be avoided. 

7) Controls and Regimentation—Con- 
tinuance beyond the period when de- 
mand and supply become reasonably 
balanced would stifle initiative. 

8) National Debt—Our debts, being 
the largest in history, must be serviced 
and the handicap must be overcome by 
greater productivity. 

9) Taxes—They will be our largest 
peacetime taxes and as they are today 
constituted they operate as a deterrent 
to expansion. Wise handling of taxa- 
tion can be of enormous help to the fu- 
ture development of America. 

10) Attitudes—A_ widespread ‘‘wait 
and see” attitude must go. “Come on, 
let’s go,” must take its place. 


OTHER PROBLEMS 


To comment so sparingly on these 
important subjects would be inexcusa- 
ble unless the mere listing of them be- 
fore intelligent men presented reason- 
ably the problem with which we are 
confronted. 

There are other questions in men’s 
minds. The little businessman is think- 
ing of his future. There are more than 
two million such. He will need financial 
aid, managerial aid, enginéering aid. 
New materials and new processes will 
result in many new techniques with 
which he may not be familiar. Help— 
moral, physical, and financial—should 
be accorded him, not because of politics 
but because he is essential to our na- 
tional well-being. 

We in industry can and should help 
on his procedure problems. Banks, com- 
mercial credit companies, insurance 
companies, R. F. C. and subsidiaries, 
and others can, should, and, I am sure, 
will help on financial problems. Tax- 
wise all industry, large and small, must 
be assisted. The profit incentive must 
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be restored and the responsibility in 
that respect rests with our government 
backed by powerful public opinion. 

No one man, whether democratic or 
totalitarian in his viewpoint, is wise 
enough to present the final solution. In 
a democracy, that is the task of many 
people, and many people are at work 
on the problem now. 

Chambers of commerce, trade boards, 
trade and service associations, com- 
munity committees, governmental com- 
mittees, and other groups are diligently 
applying themselves and aiding in the 
development of future planning. 


“FUTURE PLANNING” 


I would be glad to discard the words 
“Postwar Planning” and adopt “Future 
Planning” instead. Future planning 
should carry on after the transition pe- 
riod has passed. War, the period im- 
mediately after the war, and the long 
range future are all parts of one great 
picture. They need to be considered to- 
gether. 

I make no plea for your affiliation 
with any specific organization planning 
for the future, but I do urge you to 
apply yourself to this endeavor through 
some specific, organized channel. 

It is democracy at work. The old 
town meeting is returning. The open 
forum is coming back. People must be- 
come more aware that their influence 
individually and collectively does carry 
weight. The time to “Let George do 
it’ has passed. The influences, the 
methods, which have made this country 
great must henceforth be fully utilized. 

My particular interest has been with 
the Committee for Economic Develop- 
ment and from observation of results 
being attained, I am hopeful. That or- 
ganization is not one super-imposed 
over all others. It relies basically on 
community activity for results. Through 
cooperation and stimulation it hopes to 
translate unknown factors into assets. 
It believes fundamentally in the integ- 
rity and resourcefulness of the average 
American. It does strive to provide a 
stimulus to individual initiative, the 
creation of a healthy atmosphere, and 
the coordination of effort. 

Today, in the field, C. E. D. commit- 
tees have been organized in more that 
1,560 communities in the 48 states. 
There are 12 regional chairmen, 16 
regional vice chairmen, 119 state and 
district chairmen—about 35,000 able 
businessmen all engaged in the work of 
encouraging future planning and trans- 
lating it into additional jobs. These 
men are working with 48,000 firms, 
whose 1939 output represented 73 per 
cent. of the total U. S. output—and 
whose employment represented 61 per 
cent. of the 1939 total. 
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In the development of C. E. D.’s 
practical procedure, outstanding men 
have contributed valuable service. For 
the creation of a healthy atmosphere, a 
research committee composed of lead- 
ers in field of. business and education 
have been tackling the “liabilities” and 
advocating proper procedures. 

Add to this, the efforts of all the others 
engaged in this undertaking and it spells 
Interest and Confidence and Determina- 
tion in capital letters. 

In our future planning we must 
think more and more in all our activi- 
ties and in our blueprints, in terms of 
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human beings. That is a trend in en- 
lightened management and it is a good 
trend. 

Our greatest single contribution to 
American citizens will be to create and 
maintain as many useful jobs as possi- 
ble. We must help absorb returning 
veterans. But also we must prepare all 
the jobs we can for those now working 
on the home front. 

Each of us can do something as in- 
dividuals to meet these great chal- 
lenges. Each of us, cooperating with 
some well organized group, can be even 
more effective. 


Today we are out of balance regard- 
ing peacetime operations. 

Today we may not be in the best 
balance for war purposes. 

War, the winning of the war in the 
shortest possible time, must come first. 
But when at war we must think of peo- 
ple both for today and tomorrow. 
Nothing we may experience on the 
home front can be called sacrifice as re- 
lated to the risks of our youth on the 
battle line. Under the impetus of war, 
by our conduct during the war, we 
must demonstrate our capacities for 
managing victory when it is won. 


Management, Labor and Government 
Can Aid Full Employment 


In opening the “Postwar Problems and 
Planning” session of the recent Fourth 
War Conference of Controllers, in New 
York on April 3, Mr. Gretz, as chairman, 
made the following pertinent observations. 
Mr. Gretz is assistant comptroller, Ameri- 
can Telephone and Telegraph Company, 
New York, and a member of the New 
York City Control of The Controllers In- 
stitute of America—THE EpIror 


The problems of business and indus- 
try during these hectic war times have 
been and will continue to be extremely 
difficult. I would not for a moment sug- 
gest that we relax our efforts to pro- 
vide all that is needed, and with plenty 
to spare, to carry the war to a most suc- 
cessful conclusion, in the shortest space 
of time consistent with a minimum loss 
of life on the battle fronts. 

American business and industry had 
been in the dog-house all during the de- 
pression; some of which was of its own 
making. But during the war time, it has 
found its own strength and is fully justi- 
fying itself. It has shown that it can 
out-produce all other nations, irrespec- 
tive of form, which I believe gives us 
the answer to the type of system we 
should have after the war. 

Difficult as these war problems are, 
the problems that will confront busi- 
ness and industry in the period follow- 
ing the war will be just as difficult and 
probably more complex. At that time, 
we will have lost the patriotic urge 
which is helping us through the war 
period. 

What we must do is to try to avoid 
the violent ups and downs in employ- 
ment and production and in prices and 
profits. If I were asked for a single 
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overall objective which should be the 
test of all of our planning to meet the 
numerous problems, I would say that 
the whole situation could be summed 
up in these words: Full employment 
for all who desire to work, with a full 
day’s production for a full day’s pay at 
good wages. 

I believe we might even adopt this 
as a postwar slogan. Let me repeat it for 
emphasis: Full employment for all who 
desire to work, with a full day’s pro- 
duction for a full day’s pay at good 
wages. Management, Labor and Gov- 
ernment should be able to meet on 
common ground under such a program. 
Each will benefit and, at the same time, 
help the others. 

Full employment at good wages, 
while primarily an objective of Labor, 
should be desired by Management as 
the best guarantee of steady markets 
for the products of Industry. This, in 
turn, should assure continuing profits, 
and profit is the keystone to the present 
capitalistic system, which has produced 
better livjng conditions for a total 
population than is enjoyed by any other 
nation. Individual companies must 
avoid too much immediate self-interest, 
but must consider the economy as a 
whole, otherwise they will jeopardize 
the whole program. We have only to 
go back a few years to observe that no 
business can be healthy when general 
business is poor. 

Labor should have no quarrel with a 
full day's production for a full day’s 
pay at good wages. All of us are sympa- 
thetic to Labor’s desire for social secu- 
rity and a steady improvement in living 
conditions for the workers. But the 
only way that social security and a bet- 


terment in living conditions can be ac- 
complished is through increased produc- 
tion. Some increased production will, 
no doubt, come from technological im- 
provements but, if Labor attempts to 
offset these gains by practices which re- 
duce production or if Labor makes 
wage demands which are inflationary 
and result in higher prices, it will only 
defeat its own objectives. 

Government will find it much easier to 
pay for the reasonable expense of gov- 
ernment, to obtain a balanced budget, 
and also to lighten the load on the 
whole future economy of the enormous 
debt created by the war, with its citi- 
zens employed at good wages. It is in- 
finitely best for all concerned to have a 
large amount of taxable income and 
low tax rates, than to be forced to ex- 
tremely high tax rates on low aggre- 
gate income. Many will agree that the 
high cost of government is an over- 
head which is too much for out 
economy to absorb and have enough 
left over to provide social security and 
to improve living conditions. 

If Management and Labor can work 
out a program of full employment, at 
good wages and full production, there 
will be a good chance of relieving Gov- 
ernment of a lot of responsibility, regu- 
lation and control, which grew up in 
the recent depression and which has 
resulted in abnormal high cost of run- 
ning Government. 

On the other hand, if Management, 
Labor and Government cannot work 
out such a program, the only other al- 
ternative will be more Government con- 
trols over both Business and Labor, 
with the possibility of losing our demo- 
cratic way of life. 
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Business After the War— 
Inflation or Deflation? 


Apart from progress of the war, the 
question closest to the hearts of Ameri- 
cans today is, what is going to happen 
to jobs after the war? In a recent sur- 
vey by the Gallup poll to sound out 
what the millions of John Does and 
Mary Smiths are mainly worried about 
other than how soon the boys can come 
home safe and victorious, the questions 
most frequently cropping up were such 
as these: How will we avoid a depres- 
sion after the war? Will there be jobs 
for all? What is going to be done to 
make sure that people won't have to go 
on relief again? 

A second main worry had to do with 
national debt and taxes. How long will 
we have to go on paying high taxes? 
How are we going to meet the public 
debt? Are we going to have inflation 
like that in Germany after the last war? 
But the questions most often asked 
have to do with jobs after the war. Will 
people be able to find work in self-sup- 
porting industry or are we going back 
to government make-work and _ the 
dole? 

Such surveys as the Gallup poll are 
not the only indications of what people 
are thinking. The press is full of dis- 
cussions of postwar business prospects. 
The debates in Congress, the studies 
and plans being projected by govern- 
ment—the Baruch-Hancock reports, the 
Truman committee and the Committee 
on Postwar Economic Policy and Plan- 
ning headed by Senator George, and the 
work of other committees, departments 
and divisions of both legislative and ad- 
ministrative branches—all attest to the 
vital interest in this question of post- 
war jobs. Everywhere people of all 
classes are asking the question: Are we 
headed for a tailspin, or a dizzy up- 
spiral; or can we hope to find some 
middle of the road course that will 
spare us the bumps and hard knocks of 
either extreme ? 

In considering this question, we ought 
first, to look back to what happened 
after the last war. Most of us re- 
member that the war caused a great 
inflation of prices. We may remember 
also that there was a good deal of 
Worry during the war about what was 
going to happen to business and em- 
ployment when the was was over, 
orders were cancelled, and the soldiers 
came back looking for jobs. Actually, 
you recall, the end of the war was fol- 
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lowed by a boom, not a depression. 
There was, to be sure, a mild dip and 
period of hesitation in early 1919; but 
that quickly gave way to an upturn and 
buying spree which carried everything 
soaring to new peaks in 1920. It was 
not until after the inflationary bubble 
had burst that we had the 1921 slump, 
with its collapse of prices, business 
failures, and bread lines. So the moral 
of this experience would seem to be 
if we want to assure people jobs after 
the war, take care that we aren’t taken 
on another of these inflationary joy- 
rides! 

Unquestionably, when this war ends 
there will be an enormous amount of 
inflationary material lying about. Bank 
deposits will be enormously expanded. 
Individual savings will be tremendous. 
Both the S.E.C. and Department of 
Commerce studies indicate individual 
savings last year of $34 to $38 billions, 
with a cumulative total of over $80 bil- 
lions for the four years 1940-43. This is 
far above the prewar rate of savings 
which until 1941 never exceeded $10 
billions a year. 

The real question of the immediate 
postwar period is, what are people go- 
ing to do with this money. If used 
wisely it can be a blessing by helping to 
bridge over the readjustment period 
and launch us upon real recovery. 
If used unwisely in a scramble for 
goods that are still scarce it can cause 
serious trouble. 

What are the possibilities? 

In the first place, it is important to 
note that, according to surveys by the 
Federal Reserve System, something like 
70 to 80 per cent. of the increase in 
demand deposits has been in business 
rather than personal deposits. While it 
would be improper of course to assume 
that all of this increase represents 
“free” cash, available for general cor- 


porate purposes, nevertheless, the fig- 
ures do suggest that the uses to which 
these deposits are put will depend more 
upon business decisions than upon in- 
dividual spending policies. 

If we look back to 1919 and 1920 we 
find that expansion of business inven- 
tories, plus a huge increase of exports, 
contributed perhaps the major influence 
to the inflationary boom of those years. 
According to estimates by the Depart- 
ment of Commerce, business inven- 
tories expanded nearly $12 billions in 
the two years 1919 and 1920, a rise 
never equalled within a similar period 
either before or since. Even in the ban- 
ner year 1929 the rise was less than $3 
billions. 

Similarly, studies of business financ- 
ing during World War I by the Na- 
tional Bureau of Economic Research 
show that it was not the war period 
that got business so terribly tied up in 
the banks. During the war itself, busi- 
mess concerns, according to these 
studies, conducted their finances on the 
whole with commendable prudence. It 
was the binge after the war that caused 
all the trouble. 

Expansion of both business inven- 
tories and of foreign demand for 
American products will undoubtedly 
take place at the end of this war. Busi- 
ness men in this country will be want- 
ing to replenish their stocks with the 
kind of goods that people want. At the 
same time, countries which have been 
accumulating large amounts of gold 
and dollar exchange will be wanting 
goods. Other countries will be needing 
help for relief and rehabilitation. In 
many respects it looks like the same old 
setting as in 1918. On the other hand, 
business men haven’t forgotten what 
happened then. That memory alone 
may make them more careful this 
time. 





economic conditions. 





“BOUNDLESS OPPORTUNITIES” 


Given wise counsel and intelligent leadership, America’s future is 
indeed bright, says Mr. Roberts in this paper, presented at the Fourth 
War Conference of Controllers, in New York on April 3. The author is 
vice-president, The National City Bank of New York, as well as econ- 
omist and co-editor of its widely read monthly letter on business and 


—THE EDITOR 
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INDIVIDUAL SAVINGS 


A second factor in the immediate 
postwar outlook relates to the huge ac- 
cumulations of individual savings and 
the question as to how quickly these 
will be spent. The largest type of sav- 
ings, according to S.E.C. calculations, is 
in the form of idle cash balances in 
banks and currency, amounting in the 
four years to around $35 billions net of 
the grand total of $82 billions. No 
doubt a good deal of the cash savings is 
really “hot money,” and hence danger- 
ous. On the other hand, a large share of 
the total savings is definitely not hot 
money. Certainly this is true of insur- 
ance and pension reserves amounting to 
$19 billions. It is also true of a large 
proportion of the $28 billions net of 
individual investments in government 
securities—the second largest chunk of 
individual savings over the period. 

Many people, to be sure, are worried 
by fear of large scale redemption of 
war savings bonds after the war by 
holders who will want to raise cash to 
buy automobiles, radios, ice-boxes, and 
what not. Such bonds now total about 
$32 billions, and are certain to be very 
much larger when the war ends. We 
must bear in mind, however, that ap- 
proximately one-quarter of the total 
outstanding are series F and G bonds 
sold chiefly to trust accounts and simi- 
lar investors and not likely to be re- 
deemed in large amounts before ma- 
turity. Moreover, substantial quantities 
of series E bonds are purchased by mid- 
dle income investors, most of whom 
will probably hold to maturity, espe- 
cially in view of the rising yield as they 
approach the due date. 

Where the real question arises is with 
the millions of small holders of series 
E bonds purchased on payroll deduc- 
tions and in other ways. No doubt 
widespread unemployment would pro- 
mote cashing of these bonds in large 
amounts, in which case the effect would 
be to supply purchasing power at times 
when purchasing power is needed. No 
doubt, as after the last war, there will 
be many redemptions by persons with 
jobs who will want the money for other 
purposes. However, those who visualize 
a general rush of small bondholders to 
cash their bonds to go on a spending 
spree may prove to be mistaken. Habits 
of saving acquired during the war may 
not be so readily lost. The Liberty 
bonds, for example, created an entirely 
new class of permanent investors after 
the last war. Already in this war Mr. 
and Mrs. Average American have 
proved to be far more saving in their 
habits than generally expected, and 
various surveys and polls suggest that 
they are thinking seriously about what 
they are going to do with their savings. 
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Special Pamphlets Being 
| Issued on New York | 
Conference 





This issue of “The Controller” | 
carries the important papers pre- | 
sented at the Postwar Problems 
and Planning Session of the 
Fourth War Conference of Con- 
trollers, which was held in New 
York on April 3, 1944. 

In order to make the proceed- 
ings of the other sessions avail- 
able to members and non-mem- 
bers of The Institute at the earli- 
est possible date, the Board of | 
Directors of The Institute author- | 
ized the issuance of two special 
pamphlets—one covering papers 
presented on Contract Termina- | 
tion Problems, and a second cov- 
ering the program of the Pension 
and Profit-Sharing Plans Session. | 

One copy of each of these spe- 
cial pamphlets has been sent to 
each nsember of The Institute 
throughout the country without | 
charge. Non-members, and mem- 
bers desiring additional copies, 
may obtain the printed proceed- 
ings at a cost of 50 cents each. Or- 
ders may be sent direct to Na- 
tional Headquarters of The Insti- 
tute at One East Forty-Second 
Street, New York 17, N. Y. 











Many are planning to hold them 
towards purchase of a home. The fact 
is that the experience of the last war 
and of the depression of the ’30s has 
taught all of us the value of having a 
bit of a reserve tucked away some- 
where; and this feeling may continue to 
influence individual spending, particu- 
larly if people begin to worry about 
jobs. 

Still a third important factor affect- 
ing trends in the postwar period will be 
the greatly enlarged productive capacity 
of the industries. While many indus- 
tries will not be immediately in a posi- 
tion to supply the full measure of 
civilian demand, it is unlikely that ra- 
tioning and other controls will be ab- 
ruptly abandoned, and many people may 
be willing to wait their turn for the new 
automobile, radio, washing machine, 
etc., especially if the later models hold 
promise of greater technical improve- 
ments and possibly lower prices. 

Due mainly to the advance in labor 
costs, prices of manufactured products 
generally are expected to be higher 
after the war. In foods, a scarcity of 
supplies in the face of huge relief needs 
forecasts a tight situation until produc- 
tion in other countries can be reestab- 


lished. Those, however, who fear an 
inflationary price debauch after the war 
should not overlook the influence of 
controls, or of the large stocks and 
prospective supplies of many important 
industrial raw materials, of which most 
of the metals and wool are outstanding 
examples. For many such raw materials 
the problem after the war seems more 
likely to be one of surpluses than of 
shortages, and the situation in these 
lines may provide an anchor to the 
price structure; or, perhaps more ac- 
curately, a weight to keep the balloon 
down. 

Finally, there is the question of con- 
version. Obviously, much depends on 
the speed and efficiency with which we 
can disentangle our industries from 
war production and get them humming 
on peace goods. Actual physical con- 
version of plants should not in itself 
take long—probably not more than a 
few months in most cases—and for 
many industries producing the same or 
similar goods as in peacetime will 
present little or no problem. Determin- 
ing over-all factors will be the policy 
decisions and their methods of execu- 
tion in such matters as termination of 
war contracts, disposal of government 
surpluses, control of the flow of ma- 
terials and supplies, etc. 

The Baruch-Hancock report, the Tru- 
man committee, and the Senate Commit- 
tee on Postwar Economic Policy and 
Planning have laid down the general 
principles governing conversion and to 
a certain extent mapped out the proce- 
dures. They have made an excellent be- 
ginning; but carrying out these pro- 
posals will be hard and will run into 
many hardships, technical, administra- 
tive and political, and reconversion will 
affect a substantial part of American 
business. 

“BOOM AND Bust” ? 


What then does all this add up to for 
the first critical years after the fighting 
ceases? Does it mean a repetition of the 
familiar pattern of “boom and bust,” or 
is it going to be “different” this time? 

No positive answer of course is pos- 
sible. But a lot is going to depend upon 
what we do now as well as upon what we 
do later. It depends upon the kind of a 
fiscal program we pursue in financing 
the war. It depends upon keeping need- 
less expenditures down. It, depends 
upon paying as much of the cost as we 
can by taxes as we go along, and financ- 
ing as much of the balance as possible 
by selling bonds to the people. In this 
way we encourage individual saving 10- 
stead of spending, and keep down in- 
flationary expansion of bank credit. 

Our success in the postwar period 
will depend also upon what policies we 
follow now as to prices and wages. We 
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have got to avoid doing those things 
now that force up prices and costs and 
get the economy up on stilts. If we 
throw over the wage and price controls 
at this time we increase the likelihood 
of a repetition of 1920 later. The con- 
trol of wages and prices embodied in 
the Price Stabilization Act, now before 
Congress for renewal, has been a vital 
part of our anti-inflation battle. These 
controls have not worked perfectly; 
such controls never do. They are con- 
trary to the American tradition, yet ex- 
perience everywhere has shown that 
they are a necessary evil in war time. 
Unquestionably the Act should be fur- 
ther extended; the time has not yet 
come, in view of the inflationary forces 
operating, when we can risk abandon- 
ing all restraints. 

Finally, success in the postwar period 
is going to depend upon not trying to 
do everything from Washington. While 
government decisions as to policy will 
be vitally important, the job of the 
Government must be, as the Truman 
Committee says, ‘to devise rules of the 
road but not to tell the driver where he 
must travel.” Private enterprise must 
not be hopelessly tied up in red tape, 
but given adequate freedom for initia- 
tive and ingenuity in overcoming dif- 
ficulties. 

With the tremendous backlog of de- 
ferred maintenance and _ replacement 
demands in our homes, in our indus- 
tries, and on our farms, we have plenty 
to do for a long time to come in merely 
making up for lost time. We have only 
to handle the critical conversion prob- 
lems with reasonable wisdom and unity, 
and not be too impatient and greedy in 
trying to do everything at once. 


THE LONGER VIEW 


This brings me to the second critical 

period in postwar business—when the 
stimulus provided by backed-up de- 
mands will have run its course. What is 
to take its place? 
_ The only thing that can take its place 
is long-term investment for the growth 
and improvement of the industries. To 
bring this about, however, is an alto- 
gether different proposition from get- 
ting business and consumers to restock 
depleted supplies and replace worn out 
equipment. One is largely a matter of 
taking care of every day wants, meeting 
immediate necessities, and assuming 
short-term risks. The other involves the 
adventure and gamble of anticipating 
hew wants and blazing new trails. 

To get people to risk their money in 
Promoting new enterprises and devel- 
oping old ones there must be faith in 
the future, confidence in the dominant 
political and social ideas, and expecta- 
tion that initiative, invention, and dar- 
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ing will be permitted to reap the re- 
wards of success. Temporary spurts of 
consumer spending and business re- 
placement buying we may have even 
amid radical efforts to remake the eco- 
nomic system. But investment of ven- 
ture capital in the kind of projects that 
make new jobs and create new products 
cannot go forward in a setting of so- 
cialistic experimentation, disparagement 
of property rights, and attempts at re- 
distribution of wealth. 

One of the great question marks of 
the postwar period relates to the kind 
of a tax system we are going to have. 
Will it be one that stimulates or stifles 
incentive? Already the extremes to 
which progressive taxation has gone 
under the principle of capacity to pay 
leave very little after taxes to justify 
the taking of risks. Carried to its logical 
concusion, the capacity-to-pay theory 
means more taxes on the enterprising 
and successful until all are reduced to 
one dead level of income. 

There is no surer road to atrophy of 
private capitalism than by way of the 
tax collector. There can be no lasting, 
self-sustained recovery after the war 
without recognition in our tax system of 
the simple truth that it must be worth 
while striving to make money, to save 
it, and to invest it in hopes of a profit. 

About a year ago the American his- 
torian, James Truslow Adams, wrote: 


Recently I was asked to write a short his- 
tory of the United States for use in English 
schools under the new rule making its study 
compulsory. What was the situation? The 
British Government would take 50 per cent. 
of my royalties before they are transmitted 
to me in pounds at a discount of 25 per cent. 
in dollars. When the balance got here the 
Federal Government would take 62 per cent. 
in taxes. I am working mostly to leave 
money to my family, and the inheritance tax 
would be over 30 per cent. more. So I did 
not write the book; the British Government 
got nothing. I got nothing; the English 
school children did not get the text I would 
like to have done, and the Federal Govern- 
ment gets nothing. My heirs will get noth- 
ing. That is a personal commentary on na- 
tional wealth and the national income as 
fixed amounts to be “redistributed.” 


Another great question mark of the 
postwar period relates to the great 
power and influence, both political and 
economic, of the labor organizations, 
and to the way in which these powers 
are going to be exercised. There is a 
great deal said these days about the 
responsibility of industry for giving 
employment—and it is well that busi- 
ness management is giving more 
thought to the broader social aspects of 
business policies. But responsibility for 
employment cannot be left at the door- 
step of management alone. Labor too 
has a responsibility for guiding its 
policies in accordance with realities as 
to costs and the ability of industry to 
function and to find markets. 
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Already we are hearing talk of the 
revival of demands for the 30-hour 
week, accompanied of course by de- 
mands for increased wages sufficient to 
make up for the shorter working time. 
Such propositions mean less work for 
more pay. They mean higher produc- 
tion costs and prices, which handicap 
the expansion of output needed for 
adequate employment. It is easy to foot 
up huge totals of wants to be satisfied, 
but they won’t mean a thing unless 
people can agree on practical terms and 
conditions for doing the work. What 
it comes down to, at last, is a test of 
the common sense and forbearance of 
all groups—labor, management, and 
the rest—in working out harmonious 
relationships that recognize the rights 
of others and so make it possible for 
people to do business with one another. 

It is upon the answer to questions 
such as these that the future of business 
in this country in the long run depends. 
There is no lack of work to be done or 
shortage of opportunities for employ- 
ment of labor and capital in satisfying 
wants. Not only are wants themselves 
unlimited, but science and invention 
are constantly discovering new proc- 
esses and new products for ministering 
to them. The developments in chemis- 
try, in metallurgy, in electronics, in 
plastics, in aviation, in television, and 
in countless other directions are a con- 
tinuous disproof of the theory that our 
economy has grown mature and is run- 
ning out of things to do. 





New DEVELOPMENTS 


For those whose pessimistic forebod- 
ings spring from inability to foresee 
some great new industry, comparable to 
the building of the railroads, the devel- 
opment of the electrical industries, and 
the coming of the automobile, to carry 
us on, one answer is that developments 
of this kind are never recognized in ad- 
vance. We do not know what revolu- 
tionary changes may result from new 
industries now in the making. The 
other answer is that this “new industry” 
idea greatly undervalues the contribu- 
tion to economic activity of changes 
constantly going on in already estab- 
lished industries. As George Terborgh, 
research director of the Machinery and 
Allied Products Institute, has pointed 
out, “even in the periods of their great- 
est relative contribution, the railroads, 
the electricals, or the automobile com- 
posed only a minor fraction of the total 
current investment, and were dwarfed 
by the single industry of building con- 
struction, one of the most ancient of 
all outlets for capital.” 

Nor need we be too much disheart- 
ened by the huge national debt now 
piling up as a result of the war. The 
growth of debt in war time is an un- 
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avoidable evil, and the debt service 
charges will be a burden and handicap 
in the postwar period. Our present debt 
is larger than was necessary. Yet even 
a $300 billion debt and a $6 billion in- 
terest cost would not be in itself an 
unbearable burden for a nation of the 
productive potentialities of this coun- 
try. Great Britain emerged from the 
Napoleonic Wars with a national debt 
possibly as heavy in relation to national 
income as we are likely to have at the 
end of this war, yet Britain grew enor- 
mously in power and wealth in the cen- 
tury that followed. The real question 
with us is not as to the debt interest 
alone, but (1) how many costs other 
than debt service we load on to the 
budget, and (2) whether we give en- 
couragement to the spirit of enterprise 
which enabled Britain in the 19th Cen- 
tury to “outgrow” her war debt and 
which in the comparatively short space 
of 150 years has transformed our own 
country from what was largely a wil- 
derness to the world’s leading indus- 
trial power. 

In short, the opportunities are 
boundless. Our obstacles are the human 
failings—ignorance, greed, impatience, 
prejudice. To quote the lines from 
Julius Caesar: 

The fault, dear Brutus, is not in our stars, 
But in ourselves, that we are underlings. 


With the vast complexity of the prob- 
lems that crowd upon us in the modern 
world, never was there greater need for 
wise counsel and intelligent, high- 
minded leadership in all ranks. 


After the presentation of his paper, Mr. 
Roberts presented the following: 


Questions and Answers 


Q.—Did not cost-plus contracts tend to in- 
flate wages, since government, and not the em- 
ployer, bore the burden? Is this not going to 
cause drastic adjustment when economy returns 
to civilian economy and the employer must 
bear the burden as part of the cost of the 
product ? 

A.—There is a danger in this direction. As 
a general proposition, the cost-plus contract is 
not the most desirable form of contract. But in 
the case of some _ industries—aircraft, for 
example—which had to expand far beyond or- 
dinary capacity and had to carry large inven- 
tories relative to capital investment, some con- 
tract of this type was often desirable and even 
necessary because of the exceptional risks. The 
same has been true in some instances where 
war contractors have had to take large orders 
for materials utterly unfamiliar to them and 
where costs of production could not be known 
in advance. Under some conditions, the cost- 
plus contract might prove to be the more eco- 
nomical, for the reason that the contractor does 
not have to provide a profit margin to allow 
for unforeseen expenses. 

To the extent that financing methods during 
the war raise costs excessively, the difficulties 
of postwar adjustment will of course be ag- 
gravated. 
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Q.—How long do you think price controls 
will be necessary or desirable? 

A.—One cannot answer that question cate- 
gorically. In some ways, it is harder to un- 
wind a price control system than to set one up. 
For price controls themselves tend to create 
artificialities and distortions. We ought not to 
be too hasty about removing controls. At the 
same time we don’t want to delay too long 
either, in getting back to free markets. We 
have seen something of a tendency in recent 
years to perpetuate emergency powers and in- 
stitutions. Probably the best guiding principle 
we can set up will be the common sense policy 
of watching as we go along, and acting in 
those particular industries and products as soon 
as reasonable equilibrium seems to exist. The 
whole thing will take a lot of self-restraint and 
good judgment, and we want to keep con- 
stantly in mind getting back to a free economy 
just as quick as workable demand-supply rela- 
tionships can be reestablished. 


Q.—How long do you think we will have 
excess profits taxes? 

A.—That is another crystal-gazing question; 
but from all the trends of current discussion 
there seems to be pretty widespread recogni- 
tion that the excess profit tax should be one of 
the first taxes to come down, when the war is 
over, in order to stimulate enterprise. 


Q.—I believe you said about 80 per cent of 
the increase in demand deposits were those of 
business. Doesn't this increase in business de- 
posits represent largely tax accruals or funds 
for liquidating tax liability, and won't such 
funds largely vanish after the war? 

A.—Unquestionably in that total of deposits 
there are considerable—perhaps I should say 
“very substantial’ —amounts of money repre- 
senting tax accruals, which would shift out of 
corporate accounts when the taxes are paid. 
On the other hand, it is pretty clear that the 
tax accruals don’t account for the full increase 
in deposits. A substantial part of aggregate 
corporation tax liabilities is covered by tax 
notes. Moreover, many concerns having war 
orders have been able to build up cash, over 
and above tax liability, through retaining earn- 
ings instead of paying larger dividends. Then 
there are many concerns, not in the war indus- 
tries group, which have reduced their inven- 
tories and accumulated cash. 

As for the matter of deposits which repre- 
sent tax accruals vanishing after the war, it is 
true that such deposits would shift out of the 
taxpayer's hands as the taxes are paid. But they 
will not vanish in the sense of disappearing al- 
together, since taxes paid to the government 
will be disbursed again, with some of the 
money flowing back to business. The only con- 
dition where such deposits would vanish would 
be where the government uses them to pay off 
indebtedness to the banks. 


Is Russta GOING ‘RIGHT’ ? 


Q.—Do you suppose that the new official 
Russian attitude reported in yesterday's "Neu 
York Times” to the effect that: 1. Capitalism 
15 a progressive system; 2. Communism’s effort 
to reduce everyone to the same level of income 
and wealth has been a gross error; is likely to 
have any effect on the “parlor pinks’ and free- 
Spenders in our government? 

A.—I am afraid that question is out of my 
line. I think, though, that was an extremely 
interesting statement and seems to bear out 
earlier indications that Russian Communism 
has been moving quite rapidly to the ‘‘Right.”’ 
Just how far it will go to the ‘Right’ remains 
to be seen. I will leave the answer to that 
question to the future. 


Q.—Won't a 30-hour week act as an incen- 
tive to workers to attempt to hold two jobs, 
perhaps, one full time, one part time, and thus 


defeat its own purpose, particularly if wage 
rates are not very much higher than at present? 
A.—I suppose that might be true to some 
extent but just how much I don’t know. Since 
this question is really in Dr. Reynolds’ field, J 
should like to defer to his opinion on it. 


O.—What would you estimate to be the an- 
nual federal revenue needs after the war and, 
in a broad way, what type of tax structure 
would you suggest to meet this need as com- 
pared with the present system? 

A.—The general opinion seems to be that 
the revenue needs after the war will be some- 
thing like twenty billions of dollars. To map 
out a new tax structure would be a full time 
job for a good many months. One can only 
lay down certain general principles. We should 
try for a balanced tax structure which doesn’t 
lay all of the burden upon any one particular 
group. Certainly we should not carry taxation 
of enterprise to the point which strangles in- 
centive. At the same time we don’t want to 
adopt a system which places too heavy a bur- 
den upon the very low income brackets. Just 
where to strike the balance is, of course, the 
job of statesmanship in the tax field. 


O.—Some economists have estimated that we 
will have an annual postwar national budget of 
twenty billions, and that this would require a 
national income of at least one hundred twenty 
billions. If business activity fails to provide 
the one-hundred-twenty-billion income, would 
currency inflation be inevitable? 

A.—I don’t think it would be inevitable. If 
the national income should fall off and we 
have a depression after the war, there un- 
doubtedly would be pressure for additional 
government spending, in other words, pump- 
priming. Of course, that could not continue 
indefinitely, but just what the limit of national 
debt would be would take a venturesome per- 
son to predict. 

Not many years ago any suggestion that the 
national debt could rise over fifty billions of 
dollars would have shocked a good many peo- 
ple, and here we have it rising towards two 
hundred billions; so that while a continued re- 
liance upon deficit spending might lead— 
eventually probably would lead—to currency 
inflation, it is not possible to say just when. 


O.—How is our national gold hoard likely 
to be used after the war? If European countries 
return to the gold standard, will we not be 
forced virtually to give them a large part of 
our gold? If those countries do not return to 
gold, what use can be made of the gold? 


A.—I would say, in answer to the first of 
these three questions, that our gold stock will 
continue to be used after the war—as it was 
before the war—as the monetary reserve back- 
ing for our currency and banking system. The 
fact that we are so well fortified with reserve 
has served to strengthen confidence in the in- 
tegrity of the dollar. The value of a large 
reserve is particularly recognized in times like 
the present when the requirements of wat 
financing make heavy demands upon the bank- 
ing system. ; 

I don’t think that we will be forced to give 
European countries a large part of our gol 
after the war in order to get them to return to 
some form of gold standard, though we may 
participate in credit arrangements that will 
help them to reconstitute their currency and 
monetary systems. We should not think of 
European countries as completely stripped of 
gold. Many of these countries, including even 
some of the occupied countries, have sizable 
holdings of gold either at home or abroad. The 
British position presents the principal difficulty 
from the standpoint of reserves, though the 
British Empire is the largest producer of gold 
in the world. If, after the war, countries out- 
side the United States could retain most of the 
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new gold output, this alone would permit re- 
serves outside of this country to build up 
quite rapidly. No doubt in the first years after 
the war other countries may be more interested 
in getting goods than in accumulating gold, 
but after the more pressing demands for goods 
have been satisfied they may begin to think 
more in terms of strengthening the reserves 
behind their currency systems. 

As for any fear that gold may become use- 
less and valueless, it seems to me that such 
ideas are thoroughly far-fetched. The experi- 
ence with managed currencies and with paper 
money has demonstrated everywhere the value 
of gold. Both the White and Keynes plans for 
currency stabilization give recognition to gold. 
Gold is today being used in settling interna- 
tional balances of payments. The premium 
prices now being paid for gold wherever free 
dealings in gold are permitted are indications 
that man’s instinct persists to turn to gold in 
times of stress and uncertainty. 


PostTWAR LEND-LEASE 


O.—Effect of continued versus reverse lend- 
lease after the war to maintain world-wide 
economy on stable footing. How will the 
United States establish itself as a creditor na- 
tion to get interest payments and gradual re- 
duction of principal debts? 

A.—I don’t believe I understand this ques- 
tion very clearly. If what is meant is, how will 
the United States, as a creditor nation, expect 
to get paid the interest and principal of foreign 
obligations owed to us, the answer, I would 
say, depends partly on how willing we are to 
act as a creditor nation. We can’t expect other 
countries to be able to pay us if we at the same 
time take the attitude of closing our doors to 
foreign merchandise. I don’t think this means 
we have to do away with our tariff, or any- 
thing like that, but we do have to be reasonable 
and recognize that foreigners to pay debts in 
this country have to have some way of acquir- 
ing dollars. One thing that seems likely to 
help after the war is American tourist expend- 
itures. This has always been an important 
item in our balance of payments and, with the 
advertising that foreign countries have been 
getting during this war, I suspect it is going 
to be an even more important item in the fu- 
ture. 


O—Where shall we find an India to help 
us carry our national debt? 

A.—I assume this question has to do with 
my reference to the experience of Great Britain 
in the 19th century in overcoming the handi- 
cap of her heavy Napoleonic war debt. The 
question seems to imply that it was the Indian 
trade that enabled Britain to make the great 
strides she did. I think such an explanation 
greatly magnifies the importance of this trade. 
The 19th century was an era of great ex- 
pansion in trade and commerce all over the 
world. It was an age of enterprise and inven- 
tion, in which Great Britain played a leading 
part, and which promoted an economic growth 
and rise of real national income that enabled 
her to outgrow the burden of her Napoleonic 
war indebtedness. Our problem today is in es- 
sence the same kind of a problem of encourag- 
ing a continued growth of production and 
wealth, so that the debt becomes propor- 
ttonately less burdensome. Who shall say that 
the opportunities now are any less than they 
were a hundred years ago? The wants of man- 
kind have a way of expanding as time goes 
on, and are probably no nearer to satisfaction 
than they were then. 


_Q—The United States seems to be garner- 
ng most of the gold in the world and has im- 
mense purchasing power with little need for 
imports. Its production capacity far exceeds 
domestic needs. How, then, are we to main- 
tain a high production level, assuming our 
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foreign customers run out of funds to buy our 
exports? 

A.—For a while it seems clear that our pro- 
ductive capacity is going to be pretty well en- 
gaged in making up our own deficiencies; also 
in supplying the urgent needs of foreigners, 
both in the way of relief and goods to be paid 
for out of current trade and accumulated ex- 
change balances. After that, of course, whether 
we are to maintain our exports and foreign 
trade will depend on our ability to keep going 
a two-way flow of goods and services. We 
can’t expect to have it all one way. In this 
connection, I am prompted to question the 
statement, ‘““The United States....has little 
need for imports.’ It is true that the United 
States is more self-sufficient than most coun- 
tries. Nevertheless, there are many things we 
need and like to buy from other countries. In 
times of prosperity we are heavy importers of 
many raw and various types of finished goods, 
particularly luxuries. Moreover, with the de- 
pletion of certain of our raw material re- 
sources we may find ourselves relying more in 
the future upon outside sources for some of 
these materials. 


PosTWAR FINANCING 


QO postwar pertod industry will 
need to finance conversion, deferred mainte- 
nance, and expansion. Will there be an adequate 
supply of money at reasonable rates? Will 
bond interest rates continue at present low 
levels? If so, will the tendency be to increase 
debt ratios or will debt financing be discour- 
aged and equity financing encouraged? 


O—In_ the 


A.—To the first question my answer is, yes. 
Our banking reserves are the largest of any 
country in the world. Our banks have been 
steadily improving their position by getting rid 
of slow assets left over from the depression. 
There is every reason to anticipate adequate 
supplies of funds at reasonable rates in the 
reconversion period. 

How long bond interest rates can be ex- 
pected to remain at their present low levels is 
not sO easy to say. It may be assumed that the 
Government will want to maintain low inter- 
est rates in the postwar period, because of the 
large volume of national debt outstanding and 
the refunding that will have to be done; also 
the government will want to assist reconver- 
sion and encourage enterprise. Thus the real 
question is whether it is possible for the gov- 
ernment to guarantee a low level of interest 
rates. The government has great power in this 
direction, since with the use of Federal Reserve 
credit it can put money into the market, if 
need be, to offset a tightening tendency. No 
doubt the government will be able to regulate 
interest rates pretty successfully during war, 
but it would be going a long way to assert 
that the Government would be able to control 
interest rates under any and all possible condi- 
tions in the postwar period. A lot will depend, 
it seems to me, upon what happens to business 
and prices. Certainly, it should be a great deal 
easier to maintain low interest rates in the 
postwar period if we conduct ourselves, eco- 
nomically speaking, in an orderly manner, than 
if we repeat the inflationary excesses of 
1919-20. 

As to the question of debt financing or 
equity financing, I would say that depends 
very largely on the tax laws. At present the 
exemption of interest from taxation favors 
debt financing. More important, probably, are 
the high rates of taxation which siphon off 
earnings to the extent that equity investment is 
discouraged. 

Then other policies of government which 
have to do with riskiness of enterprise enter 
into the picture, because as business is made 
more risky, it becomes more difficult to raise 
capital. New investors dislike to take a pro- 
prietary risk under such conditions; hence, con- 
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cerns desiring capital have to get it through 
borrowing. Thus the answer to the question 
depends a good deal on postwar policies in 
various fields, including taxes, labor policy, 
S.E.C. regulations, and the like. 


30,000 Claims for Excess Profits Tax 
Refunds Filed by Corporations 


Thirty thousand claims by corporations for 
refunds of more than a quarter of all excess 
profits taxes paid in the first three years of the 
act’s existence have been filed with the Treas- 
ury, the Associated Press reported in April. 

Brought under a relief provision of the ex- 
cess profits law, the applications total approx- 
imately $3,000,000,000 for the years 1940-42, 
when tax collections on war-swollen profits ag- 
gregated $10,500,000,000. 

While the corporations could recover little 
more than half the amounts of their claims 
because in most cases refunds involve normal 
tax assessments on the same income, the pro- 
portion would remain the same, according to 
John L. Sullivan, Assistant Secretary of the 
Treasury. 

Writing on “the administrative problems 
of wartime taxation,” in the Pennsylvania Bar 
Association Quarterly, Mr. Sullivan confined 
his brief mention of the claims to the task in- 
volved. 

“The most casual thought,’”’ he said, ‘about 
the nature of the facts and data required in 
connection with each application, the number 
and complexity of the issues presented in each, 
and the inherent difficulty of the basic question 
of judgment as to what constitutes normal 
profits is sufficient to frighten one with the 
staggering burden of the job.” 

From other Treasury sources it was learned 
that many of the claims probably represent 
amounts considerably larger than the corpora- 
tions actually hope to obtain, the Associated 
Press reported. 

Treasury economists, borrowed from other 
government agencies, are compiling statistics 
on business cycles and other facts, later to be 
assembled and used to train Internal Revenue 
agents who will dispose of the claims. 

Collections on the profits levy in the fiscal 
year ended last June 30 totaled $4,844,000,000. 
They are estimated at more than $7,500,000,- 
000 in the current fiscal year and at nearly $8,- 
400,000,000 in the 12 months beginning 
July 1. 


Drafted Fathers Eligible for 
Withholding Refunds 


Many fathers drafted before July 1 will 
receive a substantial refund from the De- 
partment of Internal Revenue—probably 
around mid-July, 1945—because income tax 
experts recently discovered, after careful 
study of the current tax law, that these selec- 
tees should get back from the government 
the major part of the taxes withheld from 
their salaries by civilian employers during 
the first half of this year. 

Military pay is not taxable unless it is 
more than $1,500 yearly, it was stated, and 
few fathers entering the armed services by 
July 1 can rise from the ranks fast enough 
to make more than $1,500 this year. Gov- 
ernmental allotments to the service man’s 
family are classed as gifts and are not tax- 
able, so the average father who enters by 
July 1 will receive in taxable money this 
year only about half as much as his income 
usually would be, but he has had income tax 
money withheld by his employer at the rate 
of what he was expected to make in a whole 
year. 

Frequently the taxable income left will be 
about even with or only slightly above the 
man’s ordinary personal exemptions and de- 
ductions—indicating that a major part of 
the withholding tax will have to be returned. 








Wages in War-time and After 


In order to set the future in better 
perspective, I want to indicate what has 
happened to wage rates since the be- 
ginning of the defense boom in 1940. 
Wages began to rise sharply very soon 
after the beginning of the national de- 
fense program. After the middle of 
1942 the rate of increase slowed down 
somewhat, but the upward movement 
is still going on. Total payrolls in 
1943 were more than twice as much as 
in 1940. Most of this increase, however, 
was due to the great increase in the 
number of workers employed rather 
than to higher wage rates. Average 
hourly earnings in manufacturing in- 
creased 52 per cent. between the be- 
ginning of 1940 and the end of 1943. 

This 52 per cent. figure is apt to be mis- 
leading. A good deal of the increase was 
due to the much greater amount of 
over-time work in 1943 and to the 
shift of workers from low-wage to 
high-wage industries. Most of the war 
industries are among the highest pay- 
ing in American industry, and even if 
wage rates in all industries had stayed 
unchanged, the mere fact that workers 
were shifting toward higher paying in- 
dustries would have increased the aver- 
age hourly earnings. 

When adjustment is made for these 
two factors, the apparent increase in 
actual wage rates between January 
1940 and December 1943 is only 32 per 
cent. Even this is probably an over- 
statement. Some of the 32 per cent. in- 
crease is due to shifts of workers from 
low-paying to high-paying companies 
within the same industry, some of it is 
due to increased efficiency of plece-rate 
workers and some of it is due to pro- 
motion of individual workers within 
existing wage brackets. Moreover, the 
32 per cent. figure applies only to 
manufacturing industry, and it is prac- 
tically certain that wage increases in 
manufacturing have been greater than 
in other sectors of the economy. It is 
impossible to make proper adjustment 
for these factors because of inadequate 
data, but if adjustment could be made it 
would probably be found that base 
rates for wage and salary earners as a 
whole have gone up by less than 30 
per cent. and possibly less than 25 per 
cent. 

The increase in unit labor cost has, of 
course, been even less than this in most 
industries. Overall productivity figures 
are hard to obtain and to interpret, so 
that no general statement can be made 
as to how far wage increases have been 
offset by higher labor efficiency. It is 
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quite possible, however, that in some 
industries unit labor cost has actually 
fallen during the past four years be- 
cause of very rapid technological prog- 
ress. At the same time prices have 
risen, and on the whole wage levels are 
not now unduly high relative to the 
prices of finished goods. 

It is interesting that the relative 
ranking of American industries as re- 
gards their wage level has changed very 
little during the past four years. Ship- 
building and aircraft have risen very 
considerably and shipbuilding now has 
higher average hourly earnings than 
any other manufacturing industry. Most 
industries, however, rank almost the 
same today as they did in 1940. In 
1940, for example, petroleum refining, 
rubber tires, automobiles, and building 
construction were among the five high- 
est-paying industries. These four indus- 
tries are still among the five highest- 
paying today. The lowest-paying large 
manufacturing industry, which I shall 
not name, had a wage rate in July 1940 
only 43 per cent. as high as that of the 
highest industry, petroleum refining. 
This same industry is still at the bottom 
of the ladder, its average hourly earn- 
ings being 46% of those in the high- 
est-paid industry, which is now ship- 
building. Thus, while the differentials 
between the highest wage and lowest 
wage industries have increased in terms 
of cents per hour, percentage-wise they 
have changed very little. 


WAGE RATE FACTORS 


I do not propose to go into the rea- 
sons why wage rates have behaved as 
they have during the past four years. 
Two of the major factors have obvi- 
ously been the very great increase in 
employment and the strong pressure of 
trade unions for wage increases. It may 
be worth while, however, to say a few 
words about the specific effects of gov- 
ernment wage policies since some of 
these policies will be in existence for 
at least some time to come. 


The 15 per cent. stabilization for- 
mula of the War Labor Board has 
undoubtedly helped to slow up the in- 
crease in the base rates of hourly work- 
ers, though it has not stopped and can- 
not stop the increase entirely. The 
Board’s_ stabilization task has _ been 
made very much harder by the absence 
of strict controls over the hiring and 
discharge of labor such as exist in most 
other countries engaged in the present 
war. The War Manpower Commission's 
controls over hiring apply only to a 
relatively small part of the labor force 
and are far from being generally ob- 
served, even where they are supposed 
to be. The employer is therefore still 
forced to rely very largely on wage in- 
centives to attract and hold his labor 
force. This has led to pressure on the 
War Labor Board for wage increases 
from employers as well as workers and 
has undoubtedly led to both direct and 
indirect evasion of the Board’s stabiliza- 
tion policy. 

The Board’s attempt to freeze basic 
rates of pay has also led to a hunt for 
ways of increasing workers’ earnings 
without raising base rates. Some of 
these ways are vacations with pay, night 
shift differentials and group incentive 
systems which yield higher earnings if 
labor efficiency increases. This diversion 
of pressure from direct wage increases 
to indirect wage increases will prove in 
the end to have been highly significant. 
The types of incentive just mentioned 
will probably prove much harder to 
repeal after the war than a straight in- 
crease in wages would have been, and 
most of them will probably remain as 
permanent features of personnel policy. 

The other main effect of government 
wage policies has been to raise the low- 
est rates of pay somewhat faster than 
the higher rates. A minimum rate of 
40 cents an hour now exists for most 
interstate industries as a result of in- 
dustry-wide rulings under the Fair La- 
bor Standards Act. The War Labor 
Board, too, has made frequent use of 
its power to raise wages in order to 
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THE FRUITS OF LABOR 


In this paper, presented at the Fourth War Conference of Control- 
lers, in New York on April 3, Dr. Reynolds offers an interesting ac- 
count of some current and future wage trends. Associate Professor 
of Political Economy at Johns Hopkins University, he is author of 
“Labor and National Defense,’’ published by the Twentieth Century 
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correct ‘‘sub-standards of living.’” Most 
of the Regional War Labor Boards have 
set 50 cents as the level up to which 
voluntary applications by employers for 
wage increases will be approved as a 
matter of course. The work glove 
industry and several other low-pay- 
ing garment industries were recently 
brought up to a 50-cent minimum by 
War Labor Board order. The Board’s 
sub-standard policy can, of course, be 
applied only in dispute cases and in 
cases of voluntary application for a 
wage increase. The Board has no au- 
thority to tell other firms what wages 
they shall pay. But the effect of Board 
wage orders obviously goes beyond the 
firms immediately affected and influ- 
ences the general wage structure. As 
time goes on, it seems likely that the 
50-cent sub-standard rate will more and 
more supersede older 40-cent minima 
set by the Fair Labor Standards Act. 
Even as regards firms paying more than 
50-cent minimum, the Board’s use of 
wage brackets has tended to bring up 
the wages of firms seriously out of line 
with other firms in the same industry 
and area. 


LABOR’S WAR RECORD 


There has been a great deal of dis- 
cussion of how labor as a whole has 
done during the war. Some labor lead- 
ers have asserted that workers have 
been required to make unusually heavy 
sacrifices and that for this reason na- 
tional wage policies should be drasti- 
cally overhauled. On the other side are 
those who assert that labor has profit- 
eered during the war at the expense of 
other groups and of those in the armed 
services. I do not think that either of 
these extreme positions is tenable. In 
general, the wage adjustments which 
workers have received have been rea- 
sonably equitable, but no more than 
that. During the first two or three years 
of the defense effort, workers’ incomes 
kept a good deal ahead of living costs 
and the general standard of living rose. 
But on the other side it must be remem- 
bered that most workers they were 
working longer and harder than before, 
and that they were themselves produc- 
ing the increase in the supply of goods 
which benefited both workers and other 
gtoups in the population. 

A turning point was reached a year 
or so ago. The supply of consumable 
goods began to decrease, and the living 
standard of most Americans began to 
decline. There is, however, no way in 
which this decline could have been pre- 
vented at a time when more than half 
the national output was going into war 
channels. The argument that the earn- 
ings of the average worker should be 
further increased in order to enable 
him to maintain his standard of living 
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rests on a confusion of thought. The 
standard of living cannot be maintained 
indefinitely during a long war. But 
equally fallacious is the argument that 
wage increases do the worker no good 
in a period of scarcity. True, the worker 
may not be able to spend further wage 
increases. But he can save the money 
and spend it after the war. A continued 
increase in wage levels would not raise 
workers’ living standards very much, 
but it would mean that they would hold 
a larger portion of the outstanding war 
bonds and would have a larger share 
of post-war purchasing power. I believe 
that a large volume of post-war pur- 
chasing power in the hands of workers 
is desirable not only to maintain the 
level of business activity after the war 
but also on grounds of equity. The 
worker is subject to war-time wear and 
tear just as much as the employer's 
plant and equipment. In many cases he 
must look forward after the war to 
economic obsolescence just as truly as 
some of the plants built for war pur- 
poses. These plants are being depreci- 
ated out of war-time earnings. The 
worker is also entitled to his deprecia- 
tion allowance, which he can get only 
by having some surplus income above 
that necessary to meet his immediate 
needs. 

I think therefore that it is incorrect 
to say that workers as a group have 
profiteered during the war. There are 
some groups in the population whose 
incomes have risen less rapidly than 
those of wage earners. This is true 
notably of those on pensions and other 
fixed incomes and of many salaried 
workers whose salaries have increased 
only slightly. But, on the other hand, 
there are economic groups, notably 
farmers and business men operating 
their own businesses, whose incomes 
have gone up much more than have 
those of the average wage earner. All 
of us in civilian life have been able to 
live better and to accumulate more sav- 
ings than the men in the armed serv- 
ices. To single out the labor group for 
special criticism is unfair and, to the 
extent that it breeds internal disunity 
and class hatred, is a disservice to 
America. 


AVERAGE YEARLY EARNINGS 


At the present time the yearly earn- 
ings of workers in the eight or ten most 
highly paid industries average between 
$2500 and $3000 provided—and this is 
an important proviso—that the man 
works his full 48 or 54 hours every 
week in the year, which very few work- 
ers are able to do. In the general run of 
manufacturing industry, however, the 
average yearly earnings are closer to 
$1500, and in some of the textile indus- 
tries they are not much above $1000. 
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With taxes and living costs as they are 
today, an income of $2500 a year is cer- 
tainly not too much on which to raise 
a family and possibly to save a little 
for the post-war period. 

The case of the worker who earns 
$4000 or $5000 a year is highly excep- 
tional, and in these cases it must be re- 
membered that these men are highly 
trained, they are working long hours, 
and most of them are in jobs whose 
“depreciation allowance” needs to be 
particularly large. Shipbuilding is, of 
course, an outstanding example. 

While some workers have gained 
substantially during the war, others 
have suffered severe hardship. Hardest 
hit have been the lowest paid workers 
whose cost of living has risen consid- 
erably more than the cost of living of 
workers with larger incomes. 

It is quite possible that the cost of 
living for workers in the lowest income 
group has risen as much as 40% since 
the middle of 1940. In spite of the de- 
liberate effort of the government to 
bring up sub-standard wages, large 
numbers of the most poorly paid work- 
ers are still below a decent subsistence 
level. It should also be noted that in 
many industries time workers have re- 
ceived much poor treatment than piece 
workers. As a result of increasing pro- 
ductivity, piece workers’ earnings have 
gone up rapidly without any change in 
basic rates, so that semi-skilled produc- 
tion workers now frequently receive as 
much or more than skilled maintenance 
workers on an hourly rate. 


THE IMMEDIATE FUTURE 


It is easier to predict what may hap- 
pen in the near future than it is to 
foresee events which are further away. 
I will therefore venture two or three 
flat predictions on what may happen 
between now and the end of the Euro- 
pean war. 

I believe that the Little Steel Formula 
will be modified in the course of the 
next few months, though at what time 
and in just what way no one can 
predict. The adjustment is unlikely to 
take the form of a flat percentage in- 
crease in the formula. Some more com- 
plicated type of adjustment will proba- 
bly be devised. Modification of the 
Little Steel Formula would not produce 
as great an effect on the wage structure 
as might appear at first glance. Many 
industries gave increases of consider- 
ably more than 15% before the stabili- 
zation formula was developed, and 
even since then many adjustments of 
more than 15% have been given on 
sub-standard or other grounds. Even a 
considerable increase in the formula 
therefore would therefore leave many 
industries in a position where they 
could not claim further increases in 
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wages. It would, however, allow some 
wage rates to be increased and might 
cause modification of some price ceil- 
ings, though the use in prices would be 
by no means proportionate. I believe, 
therefore, that one can look forward 
during the next year or so to a further 
moderate increase in the general level 
of wages and a smaller increase in the 
price level of manufactured goods. I 
do not see any serious inflationary 
danger in this process, provided we 
keep our price control and wage con- 
trol machinery in existence and operat- 
ing effectively. The net federal deficit, 
which is the major inflationary force, is 
probably already declining while the 
output of consumer goods will shortly 
begin to increase. We are not yet over 
the hump as regards the inflation 
threat, but we are nearing it. 

In addition, I think that there will be 
a continued leveling up of the lowest 
wage rates, which will bring them 
closer to the highest wage rates on a 
percentage basis and possibly even on 
an absolute basis. A flat increase of so 
many cents per hour across the board 
has the effect of reducing the percent- 
age differential between the highest 
and the lowest rates, and most recent 
increases have been of this character. In 
addition to this, application of the sub- 
standard principle by the War Labor 
Board will bring some of the lowest 
rates up without changing those in the 
higher brackets. To the extent that em- 
ployers are still free to make their own 
wages—and, as you know, a very large 
number of small employers are exempt 
from the War Labor Board’s wage au- 
thority—the mere fact of competition 
among employers for labor will tend to 
raise the rates of unskilled and semi- 
skilled workers. At the beginning of the 
war the most acute shortages were short- 
ages of skilled workers in the metal and 
building trades, and the rates of these 
workers tended to pull away rapidly 
from the common labor rate. Training 
programs have now broken many of 
these bottlenecks, however, and as a re- 
sult of the continued military drain on 
our manpower resources, common labor 
is becoming the scarcest of all com- 
modities. While no one has compiled 
figures on this point, it is my strong im- 
pression that during the past year or 
two rates for laborers and other low- 
skilled workers have begun to creep up 
on the rates of the more skilled work- 
ers, and there seems every reason to ex- 
pect that this will continue until at 
least the end of the European phase of 
the war. 


THE LONG-TERM OUTLOOK 
It is obviously impossible to say that 


the level of wages will be five years or 
ten years from now. The number of 


The Controller, May, 1944 


factors operating on wages is very large 
and anyone who attempted to predict 
the net outcome of these factors would 
almost certainly lose his reputation as a 
prophet. What happens to wages de- 
pends to some extent on what happens 
to prices, and prices are in turn related 
to the general level of business activity. 
If, for example, there should be a siza- 
ble depression soon after the war, it is 
pretty clear that the price level would 
fall considerably. In this case the gen- 
eral level of wages would certainly fall, 
though the fall would be a good deal 
less sharp than that of prices. 

One can be a little more definite 
about the institutional factors which 
will be in operation after the war and 
which will affect the general level of 
wages. By all odds the most important 
of these factors is the great strength of 
trade union organization. There are 
now about 12,000,000 union members 
in the United States, which is more 
than half of the non-agricultural wage 
earners of the country. This member- 
ship will probably decline somewhat 
after the war, as it did after World 
War I, if for no other reason than that 
some of the war industries in which 
union membership is high will be virtu- 
ally dismantled. But even if union 
membership should go down to, say, 
10,000,000, the unions would remain 
far stronger than at any previous pe- 
riod. I believe that those who look for 
a great decline in union membership 
are going to be disappointed. 


LABOR AND PUBLIC OPINION 


It is probably right, as Mr. Eric 
Johnston pointed out in a_ recent 
speech, that labor is close to the “dog 
house” as far as public opinion is con- 
cerned. But one should remember that 
unions have been in operation in the 
United States since about 1790 and that 
at nearly all times they have been un- 
popular with employers and with large 
sections of the American public. In 
spite of this, they have grown steadily 
in strength. The important thing is not 
what the public thinks of unionism, 
but what union members think of 
unionism. The faith of most union 
members in their unions and their lead- 
ers is still strong. There is no evidence 
that any substantial number of union 
members is dissatisfied with what their 
unions are doing for them or that any 
large number would leave the union 
even if closed shop and maintenance of 
membership clauses did not exist. 

A major effect of strong union or- 
ganization will be to make wage rates 
more rigid downward, that is, to make 
wage reductions more difficult. While 
there may be a moderate deflation of 
wage rates after the war, the deflation 


will be considerably less than it would 
be if no unions were in existence. 

If economic conditions after the war 
are at all favorable, unions will try, not 
merely to hold their war-time gains, 
but to raise wage rates. One way in 
which this will be done will be to de. 
mand reductions in weekly hours of 
work without any reduction in weekly 
earnings. Hours of work will in any 
event fall back to 40 in most indus- 
tries as soon as the pressure of war 
production slackens. Beyond this, many 
unions will campaign for a 35-hour or 
a 30-hour week. If unemployment 
should become widespread, the pres- 
sure for a shorter work week will be 
very strong. There may very well be a 
widespread demand for a 30-hour week 
with 40 hours pay, which would of 
course mean a very sizable increase in 
hourly wage rates. 

The Fair Labor Standards Act will 
continue and there will undoubtedly be 
pressure to raise the minimum per- 
mitted by the Act from 40 cents to 
some higher figure, possibly 50 cents. 
By the end of the war there will be so 
few wage rates below 50 cents in manu- 
facturing industry that a 40-cent mini- 
mum will not have much meaning. 
There will also undoubtedly be an ex- 
tension of state minimum wage legisla- 
tion covering intra-state workers, some 
of whom still exist despite recent Su- 
preme Court decisions and whose rates 
are generally a good deal lower than 
workers in manufacturing. 

In short, I believe that there will con- 
tinue to be a floor to wages, that this 
floor will be higher than it was before 
the war, and that even wages above the 
minimum will be very difficult to re- 
duce. Apart from the rigidity of base 
rates, there are now being built into 
the wage structure certain additional 
types of compensation, notably paid 
vacations, which will continue after the 
war and which will gradually become 
an overhead cost of employing labor. 
Whereas in former times the impact of 
falling demand and falling price levels 
could be cushioned to some extent by 
cutting wages and thus reducing costs, 
this will in future become more and 
more difficult. Lower costs will have to 
be sought in technical improvements 
and productivity increases rather than 
in wage reductions. In this as in other 
ways the effect of unionism will be to 
make management work harder to 
achieve the same level of profit. But the 
effect of management's being forced to 
work harder may be higher productiv- 
ity levels and a higher standard of liv- 
ing not only for wage earners but for 
all of us. 

I do not say that the possible state 
of affairs I have just described is either 
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Trends in Depreciation Practices 


The interest of controllers and finan- 
cial officers, connected largely with un- 
regulated private industry, in a discus- 
sion of depreciation, as it affects the 
public utilities, indicates that you are 
concerned as to trends in depreciation 
practices in the future. It may be that 
you could well assume that some day 
your businesses may be regulated to the 
same degree as the public utilities are 
at present. 

Of course, all of you have a deprecia- 
tion problem. However, I imagine your 
problem revolves primarily around 
taxatton. Probably your greatest con- 
cern is in how much will be allowed by 
the tax authorities as a deductible ex- 
pense. Here, your problem has been 
considerably simplified by the study 
made by the Bureau of Internal Reve- 
nue, published in Bureau Bulletin “F,” 
which sets forth a comprehensive set 
of depreciation rate tables for the use 
and guidance of tax payers. Unless 
there are special or unusual circum- 
stances, these rates constitute a ceiling. 

Depreciation in a public utility en- 
terprise is a vastly different matter. In 
these regulated industries, depreciation 
is not simple and it can not be isolated 
and treated separately from certain 
other problems. Any discussion of this 
problem would be altogether meaning- 
less except against a background of the 
regulatory phases of the industry. The 
reason for this unusual situation lies in 
the form of regulation of earnings. 
This is particularly true at the present 
time as a consequence of regulatory de- 
velopments during the past few years. 

Without going into a long historical 
account, certain industries are said to 
be “affected with a public interest” and 
are declared to be public utilities. The 
services rendered ordinarily require a 
very large capital investment compared 
with the annual revenues. This ratio 
ranges from 5 to 8 dollars of capital in- 
vestment to each dollar of revenue. 
The investment of this capital is on an 
unusually long-term basis. Therefore, 
in order to attract, under these condi- 
tions, capital necessary to render an 
adequate standard of service at reason- 
able rates, certain market protection is 
essential. This protection is created 
through certain monopolistic rights, the 
Most important of which is freedom 
from direct competition with other 
public utilities within certain territories, 
toutes or jurisdictions. In exchange for 
these monopolistic privileges which 
eliminate price competition, the utilities 
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are subject to various restrictive regula- 
tions. The most important of these is 
regulation of rates, that is, revenues. 


“FAIR RETURN ON FAIR VALUE” 


The form of regulation of public 
utility earnings in this country was 
quite unstable until the United States 
Supreme Court handed down a series of 
decisions on the subject between 1898 
and 1915. These established as the basis 
of rates for public utility services a fair 
return on the fair value of property de- 
voted to the public service. These de- 
cisions indicated that ‘fair return’’ was 
to be measured by the return enjoyed 
by unregulated enterprises of compa- 
rable risk. “Fair value’’ was to be meas- 
ured by a group of factors among 
which was cost to reproduce new less de- 
preciation of facilities devoted to public 
service. 

An examination of this formula re- 
veals that it is fundamentally sound. It 
has long been recognized that economic 
laws in the presence of competition 
regulate prices to this basic formula. 
Therefore, recognizing public utility 
enterprises as private enterprises (even 
though regulated), a basis of earnings 
linked to competitive industry was laid 
down. As the earnings of competitive 
industry would increase or decrease, so 
also would those of regulated public util- 
ities. On such a basis, public utilities 
could live in an economic structure com- 
posed largely of unregulated industries. 

Almost immediately after the courts 
adopted this fair return on fair value 
formula, the cost to reproduce and de- 
preciation became the dominant factors. 
Depreciation was thus an important 
factor entering directly into the deter- 
mination of the income that a utility 
could lawfully earn. It was at first gen- 
erally agreed that depreciation for this 
purpose meant that depreciation which 
had already taken place, as contrasted 
to an accounting provision which or- 


dinarily included an allowance for fu- 
ture depreciation. However, differences 
of opinion arose as to the proper scope 
of depreciation for this purpose. 

Some authorities claimed that depre- 
ciation for the rate-regulating formula 
should include the effect of all causes of 
depreciation (that is, wear and tear, 
obsolescence, and so forth). Others, with 
equal emphasis, insisted that deprecia- 
tion due only to wear and tear should 
be considered. As a matter of fact, either 
one may have been appropriately used, 
provided only that it was related to 
proper estimates of reproduction cost. 
This controversy continued until the 
early 1930's. Court decisions, by that 
time, had established the proper depre- 
ciation for rate making under this 
formula as that which had actually 
taken place due to all causes. 

You will no doubt remember that a 
radical change in governmental policy 
and attitude towards business took 
place at that time. Particularly violent 
attacks were made against public utili- 
ties. These attacks were from many di- 
rections and took various forms. One of 
the focal points of these was the basis 
of earnings, that is, a fair return on fair 
value. These attacks were made by per- 
sons who believed that the government 
should own and operate all public serv- 
ices. There being many of these people 
in the federal government, its bureaus 
became most active. The public would 
not respond to a direct appeal for gov- 
ernment purchase of public utilities, so 
an indirect approach was employed. 

As a first step, it was urged that the 
fair-value basis of rate making was too 
slow, too complicated, too expensive, 
and too every-other-undesirable quality 
that could be imagined. This attack was 
so violent that it actually reflected upon 
the sincerity of the courts for ever hav- 
ing laid down such a basis for rate regu- 
lation. All of this, in spite of the ob- 
vious logic and soundness of that basis. 





trollers Institute of America. 





DEPRECIATION AND POSTWAR READJUSTMENTS 


Depreciation, particularly that resulting from obsolescence, will be 
a factor in postwar readjustments and, consequently, deserves the at- 
tention of all controllers and financial officers, states Mr. Gunn, who 
is Chief Engineer of Pennsylvania Water & Power Company, Balti- 
more. A member of the American Society of Civil Engineers and the 
American Society of Electrical Engineers, Mr. Gunn presented this 
paper at the April 12 meeting of the Baltimore Control of The Con- | 
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It was urged that in place of fair value, 
original cost should become the basis of 
utility rate regulation. This original- 
cost basis, it was asserted, would be 
simple, inexpensive, just, equitable, 
stable, beautiful and all such things. 


“ORIGINAL Cost” THEORY 


The theory of basing rates on origi- 
nal cost received wide public favor. It 
had an appealing sound. Later, when 
the theory was fully developed, the 
utility industry discovered its real sig- 
nificance. Their rates were not to be 
based upon what present owners paid 
for the property but rather upon what 
the person first devoting the property 
to public service had paid for it. There- 
fore, not original cost but a form of 
“aboriginal cost” was actually to be 
used. If these costs were not known, 
they were to be estimated. This meant 
that present and future income of 
present and future owners would be 
rigidly related to the aboriginal costs 
of capital assets. Some of these costs 
were incurred by present or previous 
owners in the nineteenth century. 

With an inflexible base of original 
cost thus prescribed, a theory that the 
basis of earnings be further reduced by 
“depreciation” was advanced. After 
more than five years’ argument and dis- 
cussion, the utility industry is only now 
discovering the real character of this 
“depreciation.” Ordinarily, it would be 
assumed that this depreciation would be 
of the same character as that contem- 
plated by the fair value basis of rates, 
that is, that which had actually taken 
place as of a given time. That is, how- 
ever, far short of the theory of depre- 
ciation now being advocated against 
utilities. 

The present theories of those who 
favor public ownership are that earn- 
ings be based solely on their theory of 
original cost reduced by their theory of 
however much depreciation reserve 
would exist if their theory of deprecia- 
tion accounting had been followed 
from the beginning. Their theory of 
depreciation contemplates a retroactive 
straight-line calculation based, in final 
analysis, upon their present assumption 
as to the future life of physical property 
now existing. This theory of deprecia- 
tion has been designated by its pro- 
ponents with the resounding and stilted 
title of ‘‘reserve requirement’’ to im- 
pute substance where none, in fact, 
exists. As we all know, the latitude of 
assumptions as to the future life of 
most physical property is practically 
boundless. Therefore, the rate at which 
a utility's basis of earnings will disap- 
pear under this theory is merely a mat- 
ter of what is prescribed as the assumed 
future life of the physical property. 

It would seem obvious, upon the 
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| Retroactive Application of Depre- 
ciation Accounting Is Opposed 


A special memorandum against ret- | 
roactive application of depreciation | 
accounting was submitted in February 
to the Committee on Depreciation of | 
the National Association of Railroad | 
and Utilities Commissioners, by the 
Committee of Executives on Deprecia- 

| tion of the American Gas Association. 
Mr. S. M. Smallpage, comptroller of 
New Orleans Public Service, who is 
president of the New Orleans Control 
of The Controllers Institute of Amer- 
ica, is a member of the A. G. A. Com- 
mittee of Executives on Depreciation. | 

The memorandum developed a | 
series of specific ebjections to retro- | 
active application of depreciation ac- 
counting (with no r abl 
of adjustment being provided) on eco- 
nomic, legal, and equitable grounds, 
| and declared: 

“1, We object to the retroactive | 
application of accrued depreciation. 
“2. We object to recording losses 
or capital impairments which have 

not been incurred. 

"3. We object to misrepresenting 
as bankrupt enterprises the privately 
owned gas or gas and electric com- 
panies, which companies are so vital 
a part of our economic life and are 
contributing so much to the war ef- 
fort.”’ 














most superficial thought, that utilities 
can not survive on this basis in an 
economic structure composed largely of 
unregulated enterprises with which 
they must compete for capital and per- 
sonnel. These public services must con- 
tinue in the future. They will continue 
in one of two ways, if this theory of 
regulation prevails. The utilities will 
either pass into the hands of the gov- 
ernment, or the other unregulated en- 
terprises, which make up our economic 
structure, will ultimately be forced to 
conform to the basis of earnings pre- 
scribed for public utilities. The utilities 
have fought what might be termed a 
rear-guard defense against these theories 
for more than ten years. They have 
examined with particular care the 
theory of straight-line depreciation as a 
device for regulating earnings. Much 
has been learned. 

The advocates of this straight-line 
theory first undertook to argue that de- 
preciation actually proceeded uniformly 
with respect to time. They finally dis- 
covered that probably as much as 80% 
of the retirements of public utility 
property in the past had resulted from 
so-called functional causes outside of 
wear and tear. A large part of this 80% 
was actually attributable to obsolescence. 
Since non-physical depreciation obvi- 
ously does not progress uniformly with 
respect to time, that line of argument 
has been largely discarded. The argu- 
ment itself became afflicted with obso- 
lescence. 


A new argument, now current, js 
based upon equity. Its advocates assert, 
in effect, that depreciation reserves of 
utilities really represent reimbursement 
by rate payers to the present owners for 
property used up in rendering service. 
These reserves may be temporarily in- 
vested in property additions or in cer- 
tain securities but they may not be paid 
out in dividends. In any event, it is 
urged that the full rate of return on a 
utility’s property with respect to these 
reserves should be credited to the rate 
payer's bill. That is, the original-cost 
basis of earnings of the utility should 
be reduced by the amount of the re- 
serve for depreciation. 


“REASONABLE LIFE TABLE” 


The more extreme advocates of 
straight-line depreciation for utility 
rate purposes do not concern them- 
selves with whether or not a straight- 
line reserve has been created from past 
earnings. They urge, not that the earn- 
ings’ base be reduced by the amount of 
the actual reserve, but by what would 
have been the reserve if what they cur- 
rently consider a “reasonable life table” 
had been followed from the beginning 
on a straight-line basis. This retroac- 
tive depreciation theory is not even con- 
sistent with the equity arguments or- 
dinarily offered by them under “appro- 
priate’”’ circumstances, The straight-line 
theory of depreciation imputes to life 
estimates a degree of reliability that no 
estimate involving the future can ever 
possess. 

This undue emphasis on life tables 
and the tendency to treat such estimates 
as facts prompt one to inquire into their 
essential character. Such estimates are 
made up of two components, namely, a 
determinable present age and an inde- 
terminable future life. The second com- 
ponent, in case of most equipment, is 
and must remain a pure guess. The po- 
tential accuracy of this guess for most 
equipment is greatly influenced by two 
factors. These are: 

(a) The distance the estimate of future life 
extends into the future; and 


(b) The degree to which obsolescence enters 
into the estimate. 


The first factor is perhaps more 4 
matter of philosophy than of fact. It is, 
however, none the less real and im- 
portant. Perhaps its attendant uncer- 
tainties are about the same as those of 
philosophy. The second factor, involv- 
ing the estimating of future life where 
obsolescence may have substantial ef- 
fect, presents the real problem. When 
the factors which bring about obsoles- 
cence are considered, it is obvious that 
such estimates involve the piling of one 
assumption on top of another without 
let or hindrance. 
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Obsolescence is controlled by the fu- 
ture trend of a multitude of factors. 
The most important of these, which are 
commonly encountered, are: 


(a) Efficiency of equipment that may be in- 
vented and manufactured in the future; 


(b) Operating cost of equipment that may 
be invented and manufactured in the 
future; and 

(c) Capital cost of equipment that may be 
invented and manufactured in the fu- 
ture. 


Estimates of the rate at which obsoles- 
cence will proceed are based almost 
wholly upon assumptions as to the fu- 
ture trend of these three factors. Hav- 
ing made assumptions as to these, the 
length of time until property becomes 
obsolete, that is, has reached the end of 
life, is primarily a matter of how much 
obsolescence has already taken place. 
The latter fact is of prime importance. 
With these facts relating to estimates 
of future life in mind, it is appropriate 
to examine further the theory of 
straight-line depreciation for regulation 
of earnings. This theory, extended to 
the so-called reserve requirement, is 
even more interesting. This latter 
theory, in particular, is urged on the 
basis that future life can be determined 
with such accuracy and reliability that 
it should be the sole determinant of 
depreciation, past as well as future. 
Most current ideas on depreciation 
flow ultimately from two contrasting 
basic beliefs or wishes as the case may 
be, namely: 
(a) That future life is the fact respecting de- 
preciation which can be estimated, as- 
sumed or guessed with greatest accuracy 
and most reliability; 
That the past effect of all the causes of 
depreciation is the fact which can be 


measured or determined with greatest 
accuracy and most reliability. 


(b 


— 


It would seem that the mere statement 
of this proposition would dispose of 
the first belief or wish but, unfortu- 
nately, it does not. Although that belief 
is utterly devoid of logic or reason, it 
has the advantage of serving an end de- 
sited by its adherents. 

As already suggested, the boundaries 
to the field of assumptions as to the fu- 
ture are limitless. It is precisely this 
latitude in the field of assumptions as to 
the future which is dangerous. Being 
unrestrained by any substantial rela- 
tionship to facts, such untrammeled as- 
sumptions can be made to serve any 
end, provided only that one has the re- 
quisite power to impose them. Since the 
recent expression of the United States 
Supreme Court in the Hope Natural 
Gas Company case with respect to 
“burden of proof,” there is small rea- 
son to believe utility regulatory au- 
thorities do not have the requisite 
powers. 
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Sensing the weakness of unsupported 
assumptions of future life, an effort has 
been made, by those favoring govern- 
ment ownership, to relate these as- 
sumptions to statistics. It is a fact that 
there are few statistics of sufficiently 
wide applicability. Also, it is true that 
if there were such statistics, the use of 
them would entail further violent as- 
sumptions and lead to obviously absurd 
conclusions. In this connection, it is 
frequently asserted that statistics on 
equipment can be relied upon the same 
as statistics on human life. The basic 
fallacy of this proposition is quite ob- 
vious. Human beings remain substan- 





Conference Dinner 
Photograph 


The group photograph of the 
Conference Banquet taken at 
the Fourth War Conference 
of The Controllers Institute of 
America on Monday, April 3, is 
available at $1.25. Copies may 
be obtained direct from national 
headquarters at One East Forty- 
second Street, New York 17, 
New York. 











tially unchanged from generation to 
generation, whereas in a developing in- 
dustry, one generation of most equip- 
ment bears little, if any, similarity to a 
succeeding generation. Again, unfor- 
tunately, the result leads to the desired 
end—public ownership. Such use of 
past statistics merely gives to a basically 
unsound concept a false appearance of 
logic and substance. 


UNSOUND ASSUMPTIONS 


Having related a_ self-serving as- 
sumption to a synthetic fact, the theory 
of depreciation advanced by govern- 
ment-ownership advocates unfolds like 
a night-blooming cereus. First it is as- 
serted, usually as an article of faith, 
that present actual depreciation can not 
be objectivey measured. Thus, an as- 
sumption as to remaining life becomes 
the best measure of depreciation, both 
past and future. If this simple proposi- 
tion is accepted, it is sound logic that 
the reserve should be conformed to the 
current reserve requirement so calcu- 
lated. Hence, the current contention for 
retroactive depreciation as a rate-mak- 
ing theory. 

This slavish subservience to assump- 
tions of remaining life and the end re- 
sult—retroactive depreciation—should 
be seen in its true perspective. Retroac- 
tive application of a current guess as 
to the future, no matter what the basis 
of the guess, is a mental condition. A 
life table of few or many parts hitched 
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to statistical history is merely a device 
by which the theory is endowed with an 
appearance of logic and substance. An 
honest belief in this concept can rest 
upon and only upon an honest belief 
that one can guess the impact of future 
events with greater accuracy and more 
reliability than one can appraise the ef- 
fect of past events. 


AGE-LIFE CONCEPT UNSOUND 


The whole straight-line theory of de- 
preciation rests upon the assertion that 
actual existing depreciation can not be 
measured or determined. It is thus re- 
duced to the simple proposition that 
you can assume, guess or estimate at 
what future date an unknown remain- 
ing proportion of depreciation will 
have taken place with greater accuracy 
and more reliability than you can evalu- 
ate the proportion of depreciation 
which has taken place at a given time. 
It would seem that the mere statement 
of this proposition would convince 
every one, as it long ago convinced the 
courts, of the basic unsoundness of the 
age-life concept. But, alas, it has not. 

If one were a doctor and decided to 
employ an age-life advocate’s reason- 
ing, his practice would be simple and 
easy. He would simply guess at his pa- 
tient’s future life and, from that, de- 
termine the acuteness of his ailment. If 
he had been a good-paying patient in 
the past, the doctor might refer to a 
mortality table, the more accurately to 
establish the degree of the patient's 
sickness. There are doubtless many 
other situations in the course of human 
events where equally logical assump- 
tions would simplify problems and 
eliminate burdensome mental processes. 
What might be the results can only be 
guessed. 

Almost the sole argument so far 
brought against the theory of deprecia- 
tion based upon the retroactive applica- 
tion of a current guess has been one of 
equity. At best, that argument is a plea 
for mercy and a rather dubious plea at 
that. When an attempt is made to use 
allegedly-excessive past profits as a rea- 
son for imposing inadequate future 
earnings, all interest in this equity ar- 
gument vanishes. The principles under- 
lying the statutes of limitation then ac- 
quire sudden and _previously-unrecog- 
nized importance. Any general argu- 
ment against retroactively-computed de- 
preciation, based upon equity, would be 
fallacious. It must be remembered that 
if there was a basis for the Hope Natu- 
ral Gas Company decision, it was pre- 
cisely this same equity theory. 

If estimates of future life are unre- 
liable, the question naturally arises: 
How, then, shall depreciation be dealt 

(Please turn to page 231) 








Recommendations of Controllers 
Adopted in 1943 Tax Act 


The Revenue Act of 1943 does not 
represent a general overhauling of the 
corporate tax structure. Many defects 
are still to be found therein, some pro- 
ducing inequitable tax burdens and 
others producing unnecessary complica- 
tions and uncertainties. The need for a 
general overhauling is apparently rec- 
ognized in Congress, but this task has 
been postponed for later consideration. 
Nevertheless, the 1943 Act does carry 
a number of corrective amendments to 
the corporate tax law which, in most 
cases, were included in the recommen- 
dations made by the Committee on 
Federal Taxation of The Controllers 
Institute of America to the Senate Fi- 
nance Committee in connection with the 
hearings on the 1943 Revenue Bill.* 

Among these changes are the follow- 
ing: 

(1) Section 22(d)(6) of the Inter- 
nal Revenue Code, dealing with in- 
voluntary liquidations of “Lifo” inven- 
tories, which was previously applicable 
only to 1942 and subsequent years, was 
made retroactive to 1941. 

(2) Section 169 of the Revenue Act 

of 1942, which extended the time for 
filing refund claims where the period 
for assessing deficiencies has been ex- 
tended by consent, was made retroactive 
in its application to 1941. It previously 
applied only to 1942 and subsequent 
years. 
(3) The consolidated return provi- 
sion was amended so as to permit the 
preservation of the excess profits tax 
exemption extended to domestic cor- 
porations operating abroad when mem- 
bers of affiliated groups filing consoli- 
dated returns. 

(4) The foreign tax credit provision 
was revised to eliminate a defect in the 
computation of the credit as applied to 
invested capital corporations. 


In addition to the foregoing, The In- 
stitute strongly criticized two impor- 
tant provisions of the House Bill. One 
provision proposed a reduction in the 
invested capital rates to 8% on the 
first $5,000,000 of invested capital, 6% 
on the next $5,000,000, 5% on the next 
$190,000,000 and 4% on all invested 
capital over $200,000,000. This provi- 


* No appearance was made before the House 
Ways and Means Committee because of its an- 
nouncement that its hearings on the 1943 Bill 
would not involve a consideration of adminis- 
trative amendments. 


sion was modified to allow 5% on the 
invested capital over $200,000,000. 
The other provision of the House 
Bill was section 115, which purported 
to be aimed solely at certain tax dodg- 
ing transactions in the form of acquir- 
ing corporations or property for the 
purpose of obtaining the benefit of a 
deduction, credit or other allowance. 
While The Institute expressed sym- 
pathy with the purpose of the provi- 
sion, it objected to the broad language 
employed on the ground that it would 
also have the effect of interfering with 
legitimate business transactions. The 


provision was substantially modified be- 
fore enactment. 

The Institute’s recommendations were 
presented before the Senate Finance 
Committee by Mr. Alger B. Chapman, 
of the law firm of Alvord and Alvord. 
Copies of the recommendations were 
sent to members of The Institute 
shortly after their presentation to the 
Senate Finance Committee. The Insti- 
tute’s Committee on Federal Taxation 
is under the chairmanship of Mr. Oscar 
N. Lindahl, Vice President—Finance, 
Carnegie-Illinois Steel Corporation, 
Pittsburgh. 


Honesty and Completeness Essential in 
Operating Reports—John C. Naylor 


Honesty and completeness in prepar- 
ing reports of business operations to 
the public and to government agencies 
is of fundamental importance today, ac- 
cording to John C. Naylor, vice-presi- 
dent and controller of the Pet Milk 
Company, St. Louis, and President of 
The Controllers Institute of America. 
Speaking at the Fourth War Confer- 
ence of The Institute, which was held 
April 3, in the Waldorf-Astoria Hotel, 
New York, Mr. Naylor stressed the 
contributions to be made by financial 
management during these war days. 

“As controllers, we find ourselves 
confronted with an entirely new set of 
problems and activities which have 
stemmed, first from preparation for 
war and then from war production it- 
self. Like all progressive business lead- 
ers and managements, this Institute is 
looking ahead to conversion and peace- 
time operations when our original pro- 
gram can be picked up and put in mo- 
tion. 

“One of the fundamental principles 
enunciated by the Institute is the need 
for honesty and completeness in the 
preparation of reports of business op- 
erations and condition to the public and 
to governmental agericies. The need for 
this fundamental honesty is emphasized 
now that we are confronted by these 
extremely complex problems which face 
us as we come to the conversion period. 

“Honesty with Government; honesty 
with public; completeness of disclosure 
of all this will facilitate the conversion 
of business from war to peace, and will 
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shorten the period. This is one of the 
primary objectives of The Institute. 
“Through the period of war effort, 
management has reached a pinnacle of 
popularity due to the very great pro- 
duction of war materials which has 
been achieved during this period. 
While we are in such good graces, it 
would seem that we controllers as a 
part of business management generally, 
are in a good position to furnish leader- 
ship and be of service to our commu- 
nity as well as ourselves and companies. 
“At this time, as a part of that man- 
agement, and within the scope of a con- 
troller’s functions, we pledge our com- 
plete and continued cooperation among 
ourselves to both the executive and 
legislative branches of the Government 
toward the solution of the very vexing 
problems which will confront us.” 


Compliments on Fourth War 
Conference of Controllers 


Mr. VINCENT C. Ross, Chairman 
Fourth War Conference of Controllers 
I wish to compliment you on the very fine 
Controllers Conference held under your chair- 
manship and guidance in New York on April 
3s 
Being a relatively new member of The In- 
stitute, it was my first opportunity to partici- 
pate in such a conference, and I want to as- 
sure you that I not only enjoyed it immensely 
but feel that I received a great deal of encout- 
agement and inspiration from it, and I was 
very much impressed with the caliber of the 
speakers who appeared on the program. 
SIGURD TRANMAL 
Distillation Products, Inc. 
Rochester, New York 
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“Must have heard he qualifies for a new Comptometer!” 


@.0. AYER & SON 


To get down to earth about the 
matter, new Comptometers are 
not quite as out-of-this-world 
as you might have thought. 
Comptometers can be bought. 


And maybe by you! 


It’s true, of course, that most 
of our production goes marching 
off to make figure-work easier 
for the armed forces, essential 
industries and our Allies. 


But your firm may possibly 
qualify for the list of “eligibles,” 
too. Quick and fair decisions are 
being made on applications by 
the War Production Board. 


If you think you qualify, call 
your local Comptometer Co. 
agent. He may be able to help 
you fill out your requisition. If 
you think you don’t qualify . . 
but nevertheless are bogged 


down with bookkeeping details 
... call him anyway! Perhaps 
he can streamline planning so 
that your present equipment 
will do a bigger job, better! 


The Comptometer, made only 
by Felt & Tarrant Manufactur- 
ing Company, 1734 N. Paulina 
Street, Chicago 22, Illinois, is 
sold exclusively by the Compt- 
ometer Company. 


[ 0 Vi PT0 Vi ETE 4 ADDING-CALCULATING MACHINES AND METHODS 


REG. U. S. PAT. OFF. 
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Highlights of War 


Conference offat 
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A wide-compass appraisal of past, 
present, and future trends affecting con- 
trollership was staged on Monday, 
April 3, in the Hotel Waldorf-Astoria, 
New York, on the occasion of the 
Fourth War Conference of Controllers, 
under the sponsorship of the New 
York City Control of The Controllers 
Institute of America. Co-sponsors of 
the Conference were The Institute’s 
local Controls in the 13 following 
cities: Boston, Baltimore, Bridgeport, 
Buffalo, Chattanooga, District of Co- 
lumbia, Hartford, New York, Philadel- 
phia, Pittsburgh, Rochester, Springfield, 
Syracuse. 

Over five hundred members of The 
Institute, guests, and non-members 
were in attendance during the course of 
the day’s deliberations, which began at 
9:30 Monday morning (following a 
Members’ Reception on Sunday after- 
noon in the Astor Gallery of the hotel), 
under the general chairmanship of Vin- 
cent C. Ross, president of the host Con- 
trol, and treasurer of Prentice-Hall, 
Inc., New York. 

“Postwar Problems and Planning” 
was the theme of the morning gather- 
ing, of which Harry C. Gretz, assistant 
comptroller of American Telephone 
and Telegraph Company, New York, 
was chairman. The papers presented at 
the session, by Clarence Francis on 
“The Postwar Balance Sheet,” by Dr. 
Lloyd G. Reynolds on “Wages in War- 
time and After,” and by George B. 
Roberts on “Monetary Influences in the 
Postwar Economy,” are published in 
this issue of ‘The Controller,’ to- 
gether with the questions and answers 
that closed the morning program. 

At the luncheon, of which Fred F. 
Hoyt, controller, Carrier Corporation, 
Syracuse, New York, was toastmaster, 
the delegates and their guests heard an 
address by Dr. Gustav Stolper, con- 
sulting economist and author, whose 
subject was “Where Do We Stand?” 
Selected excerpts from his presentation 
appear on another page of this issue of 
“The Controller.” 

The afternoon program featured 
concurrent sessions on “War Contract 
Termination Problems” and ‘Pension 
and Profit-Sharing Plans,” the proceed- 
ings of which are being published in 
two special pamphlets. One copy of 
each is being sent gratis to members of 
The Institute. Non-members, and mem- 
bers desiring additional copies, may ob- 
tain them at 50 cents per copy from 
The Institute’s national headquarters, 


One East Forty-Second Street, New 
York 17, New York. 


RECONVERSION AND TERMINATIONS 


Four papers were presented in the 
contract termination program, which 
was chairmanned by Dundas Peacock, 
controller of Elliott Company of Jean- 
nette, Pennsylvania, who is chairman of 
The Institute’s Committee on War Con- 
tract Termination Policies and Proce- 
dures. Mr. Peacock opened the delib- 
erations with these observations: 


“There is a tendency at present to compli- 
cate the termination problem by injecting 
therein other reconversion problems, such as 
those of plant rehabilitation, separation al- 
lowances to workers, etc. The problem of 
war contract termination is only one of sev- 
eral critical reconversion problems. It is 
true that, economically, these problems are 
related, but administratively they must be 
separated. In writing legislation to cover the 
termination problem, the legislation should 
not attempt to embody provisions with re- 
spect to these other problems. To do so will 
complicate the proplem unnecessarily and 
might cause ruinous delay. 

“It is:important that any laws which are 
to be passed to govern terminations be passed 
soon, so that procedures for their adminis- 
tration can be devised in time to avoid 
catastrophic muddling through. In writing 
these laws and interpretive regulations, it 
must be recognized that the cost of adminis- 
tering procedures intended to protect the 
government from fraud and poor judgment 
could easily be much greater than any sav- 
ings which might result. Furthermore, those 
savings would not compensate for the loss 
of national income due to the stagnation of 
industry which would be caused by delayed 
settlements. 

“Unless fair and reasonable means are 
promptly devised to protect the interests of 
the government and of the contractor in the 
event of a wave of terminations, it is prob- 
able that the government will have to finance 
the peace as it has financed the war. 

“Our first job is to win the war. How- 
ever, if in winning the war we lose our econ- 
omy of free enterprise, we will lose that for 
which we are fighting. We must not permit 
delays in determining termination adminis- 
tration procedures to cause widespread un- 
employment at a time when our men will be 
returning from the armed forces.” 


DISPOSITION OF SURPLUS 


The first speaker was L. M. Nichols, 
who is chairman of a Sub-Committee of 
The Institute’s Committee on War 
Contract Termination Policies and 
Procedures, and is chairman of The 
Institute’s Committee on Postwar Con- 
trollership Problems. He discussed 
“Disposition of Property and Ma- 
terials.” 


“If the prompt settlement of terminated 
contracts is to be assured, it must be done 
independently of the disposition of surplus 
materials and of the determination of ‘sal- 


vage’ values. Otherwise such final termina- 
tion settlements will be delayed, especially 
if the disposition of materials in the hands 
of subcontractors (in all stages) is involved,” 
Mr. Nichols said. 

“The new uniform termination clause pro- 
vides that the prime contractor shall ‘trans- 
fer title and deliver to the government in 
the manner and to the extent and at the times 
directed by the contracting officer’ the ma- 
terials involved in the termination. Further, 
the prime contractor shall ‘use his best efforts 
to sell in the manner, to the extent, and at 
the prices directed or used by the contracting 
officer’ such materials. With this set-up, 
unless and until bids satisfactory to the con- 
tracting officer are obtained on a 11 materials 
in the hands of the prime contractor and his 
many sub-contractors, there is promptly dan- 
ger that the contracting officer will not have 
title transferred to the government, nor order 
disposition of the material, nor approve the 
amount of any termination settlement. 

“It should be recognized that the cash 
working capital and borrowing power of in- 
dustry—necessary to the resumption of civil- 
ian production and re-employment—will be 
dependent on prompt payment on terminated 
contracts, and will not be adequate to allow 
war contractors or other industries to buy 
back and ‘stock-pile’ any substantial pro- 
portion of these surplus materials. 

“If the government expects business to buy 
substantial quantities of these materials, these 
will have to be sold free of resale and use 
restrictions. WPB has indicated that no 
major relaxation of such restrictions may be 
expected until the probable results of the 
European invasion are known. OWM will 
have to decide between this policy and the 
desirability of facilitating the disposal of 
government-owned surplus materials. 

“It is therefore imperative that the govern- 
ment take title to all materials and equip- 
ment involved directly in any war-contract 
terminations upon filing of the inventory; 
title to any items rejected would revert to 
the contractor. Their disposition is neces- 
sarily a separate and long-term process. The 
contracting officers should have the power to 
determine, without penalty except in cases 
of collusion, what materials, processed parts 
and equipment are so special or in such con- 
dition that they will never have any value 
except as scrap or junk. These should be so 
mutilated that they could be used only as 
scrap, and should be transferred to other 
war industries or sold by the contracting 
officer as promptly as possible, in order to 
get the scarce materials back into current 
war production. 

“Factory space should be freed promptly 
of storage of materials involved if it is to 
be used for prompt resumption of civilian 
production. If the material is not removed 
by sale or otherwise by the government 
within 60 days after completion of the termi- 
nation inventory, the contractor should have 
the right to remove and store at the govern- 
ment’s expense and risk, taking due care to 
preserve the property. Many ordnance and 
aircraft factories will be available as dead 
storage space. If the contractor has space 
to store it, the government should pay a one 
per cent. per month storage charge on cost 
of material, determined in the contract settle- 
ment.” 


SUBCONTRACTORS CLAIMS 


“Responsibility and Procedures for 
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Verification and Payment of Subcon- 
tractors’ Claims’ was then analyzed by 
H. C. Perry, treasurer, The Heywood- 
Wakefield Company, Gardner, Massa- 
chusetts, who is a past president of The 
Institute and chairman of a Sub-Com? 
mittee of The Institute’s Committee on 
War Contract Termination Policies and 
Procedures, which is studying the prob- 
lems involved in sub-contractors’ claims. 

After outlining in detail the proce- 
dures employed by his company in ne- 
gotiating settlements with the various 
contracting and sub-contracting parties 
and the government agencies involved, 
Mr. Perry said: 


“Negotiated settlements are a problem 
only if you make them so. If you use the 
ordinary methods of business procedure— 
those involved in the customary practices of 
your purchasing, production, engineering and 
collection departments—and imtroduce a 
little sales psychology as well, there is every 
reason to expect the average successful re- 
sult. 

“If you resist and haggle about the techni- 
calities of Governmental procedure, par- 
ticularly those over which your prime con- 
tractor and your contracting officer have not 
control; if you adopt the ‘smart aleck’ com- 
plex and the padding of claims, along with 
slide-rule philosophy, then you should ex- 
pect the results which go with the conten- 
tious and controversial treatment of an or- 
dinary business transaction. It is your job 
to decide which course to follow.” 


TERMINATION FINANCING 


“Termination Financing’’ was the 
subject of the paper presented by G. S. 
Dively, secretary-treasurer, Harris-Sey- 
bold-Potter Company, Cleveland, Ohio, 
who is chairman of the Sub-Committee 
on Termination Financing of The In- 
stitute’s Committee on War Contract 
Termination Policies and Procedures. 
In his remarks, Mr. Dively said: 


“the size of the present planned war pro- 
gram is about ten times that of World War 
One. Reports indicate that around 100,000 
prime contracts, one million sub-contracts 
and perhaps several million sub-sub-contracts 
are Outstanding. It is estimated that cancel- 
lations at the end of the war may amount to 
7 billion dollars. Recent figures indicate 
that terminations are now running at the rate 
of one- and one-half billions per month. Over 
13 billions of contracts have already been 
cancelled, which is almost double the total 
amount cancelled at the end of the last 
World War. 

“Assuming that the ratio of claims filed to 
the face amount of contracts cancelled will 
be the same as for the first World War, then 
cancellation claims resulting from the end 
of this war would be about 15 billion dol- 
lars—on which 11 or 12 billion dollars could 
be expected in the final settlement. That is 
4 reasonable estimate of the size of the 
termination financing problem which faces 
industry and government. 

“Perhaps one-half of existing industrial 


working capital, amounting to around 30 
billion dollars, is being currently used in 
connection with war production—not count- 
ing that used for operating government- 
owned plants and for government-owned ma- 
terials. Of this 30 billion dollars, only 12 
billion constitutes industry-owned private 
funds—illustrating that the amount of ex- 
pected final settlements for cancellation 
claims at the end of the war may just about 
equal the total current amount of industry- 
owned working capital. This means that 
about 12 billions of additional temporary 
working capital. This means that about 12 
billions of additional temporary working 
capital must be made available to industry 
in one form or another—prior to or at the 
time V-day occurs—if industry is to accom- 
plish prompt reconversion and adequate 
peace-time employment. 

“If banks, because of various restrictions 
or otherwise, cannot develop a satisfactory 
plan of their own to release around 10 bil- 
lion dollars of available credit for this pur- 
pose, it appears that by far the best ex- 
perimental program under development so 
far is the government-guaranteed bank loan 
plan. This type of loan, commonly labeled 
the ‘V’ loan, has been under development 
and experiment for several years. Under 
this plan, larger credits for longer periods 
of time can be granted than would be the 
case under normal credit practice. This type 
of loan fulfills Industry’s need for war pro- 
duction expansion and also for quick termi- 
nation cash on reasonable terms and in suffi- 
cient quantity to practically offset cancella- 
tion claims. It is advantageous to the gov- 
ernment because the guarantee given by the 
particular procurement agency largely ful- 
fills the government’s obligation to provide 
working capital for war purpose, including 
Terminations. In addition, it provides a 
means for giving this aid directly and effec- 
tually through established private banking 
channels. 

“Available data indicates that about 5 bil- 
lion dollars of credit is outstanding under 
some 5,000 various types of ‘V’ loan agree- 
ments. Barring the development of some 
better method of financing terminations, it 
would seem reasonable to expect that the 
volume of ‘V’ loans outstanding may double 
or treble the present amounts. 

“One major obstacle to the more rapid ex- 
pansion of this plan has been the possible 
lack of clear-cut legal authority to grant such 
loan guarantees for anything except actual 
war production. However, the development 
of new policies surrounding the recently-an- 
nounced ‘VT’ plan seem to have surmounted 
this obstacle. Both the present ‘V’ and ‘VT’ 
type loans provide for termination fi- 


nancing if the loan agreement is completed 
prior to termination. Also, the proposed 
Murray George Bill clearly covers this point 
and permits such loans after termination. 

“Another unfavorable aspect is the long 
and rather involved formal credit agreement. 
It requires, as a rule, some months to de- 
velop, negotiate and clear the agreement 
with the various lending institutions, the 
Federal Reserve Bank and the Procurement 
or Guaranteeing Agency. In recognition of 
these two factors, I understand that consid- 
erable progress has been made in the devel- 
opment of another variation of the ‘V’ loan, 
which will be called the ‘T’ loan. This 
plan, although not released or announced as 
yet, is designed primarily for simplicity— 
particularly with reference to practical re- 
quirements of smaller concerns, and to per- 
mit making loans after termination. 

“In the full development of this proposed 
‘T’ loan, it is hoped that it will provide the 
necessary credit machinery for adequate ter- 
mination financing of the many down-the- 
line sub-contractors. Their lack of direct 
contact and legal relationship with the Pro- 
curement Agencies, and the difficulty of 
tracing such work to the prime contractor, 
have served as handicaps in extending to 
them the full benefits of various types of 
government financial assistance.” 


TERMINATION ACCOUNTING 


The final paper was presented by 
Colonel George V. Rountree, Army 
Service Forces, Washington, D. C., who 
is special assistant on accounting mat- 
ters to Colonel D. N. Houseman, Chief, 
Readjustment Division, Army Service 
Forces. 


Colonel Rountree declared that “contract 
terminations have created many new account- 
ing problems that did not exist before the 
war. An example is a contract that has been 
terminated before any actual production has 
begun. It may have been the contractor's 
normal practice to distribute administrative 
expense on the basis of sales. Naturally 
such a basis would be unsatisfactory in this 
situation, because it would not reflect the 
value of several months’ administrative ef- 
fort. Another case is where material has 
been purchased, equipment made ready, em- 
ployees trained and other related expenses 
have been incurred without any production. 
Distribution of such expenses on the basis of 
direct productive labor would result in no 
charge. Accordingly some other fair basis 
of distribution must be found to arrive at an 
equitable charge. 








time and place listed above. 
Control of The Institute. 
1942. 


urged to reserve these dates now. 





Thirteenth Annual Meeting in Chicago 
October 2, 3, 4, 1944— Hotel Stevens 


The Board of Directors of The Controllers Institute of America has announced that 
the Thirteenth Annual Meeting of the organization will be held in Chicago at the | 
The general chairman will be Allen U. Hunt, control- | 
ler of Jewel Tea Company, Inc., Barrington, Illinois, who is president of the Chicago 
This will be the second time that Chicago has played host 
to this annual gathering of controllers, the first having taken place during September, 
Details of arrangements and program developments will be announced from | 
time to time as soon as they are ready during the intervening months. Controllers are 
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Illustration shows COMMERCIAL CONTROLS Metered Mail Machine 


When ALL of Your Mail Goes by AIR 


adhe heard plenty about the 
coming air age. All indications to- 
day point to a tremendous expansion in 
air service—passenger, freight, express, 
mail. And it is more than possible that 
all of your mail will “‘go by air.” 


Be sure you get the full advantage of 


this flying speed in mail delivery after 
the war. Don’t let a slow, old-fashioned 
mailroom in own office hold 
things up. 

The postwar mailroom must have 
modern, mail-handling equipment to 


keep pace with a new faster-moving 


your 


Attend the Annual Conference of the National Office Man- 
agement Association, June 5, 6 and 7, New York, N. Y. 


business world! It will be “the heart of 
every office,”’ as important as any other 
department. So plan it now—and plan 
it well, with the aid of a COMMERCIAL 
ConTROLS specialist. 

When Victory is won, we will again 
produce equipment for Complete Mail- 
room Service to help put “wings” on 
your mail in the coming air age. 


Metered Mail Systems . . . Postal and Parcel 
Post Scales . . . Letter Openers . . . Envelope 
Sealers . . . Multipost Stamp Affixers .. . 
Mailroom Equipment. (Many units available.) 














COMMERCIAL CONTROLS 


Division of NATIONAL POSTAL METER COMPANY, INC. 


Rochester 2, N. Y.—Branches and Agencies in Principal Cities 


“Termination accounting problems will 
frequently arise which will test the ingenuity 
of the accountant. Under such circumstances 
it is not expected that he will discard all he 
has learned about approved practices. Af. 
ter sizing up the situation—if he applies his 
knowledge, experience and skill—he will 
usually arrive at a_ satisfactory solution, 
Sometimes there may not be a precedent, but 
we have enough confidence in the trained 
accountants to find a practical means of pre- 
paring cost statements which can be reason- 
ably supported. 

“Terminations have been made in shops 
of small contractors who had no accounting 
worthy of the name. Under such circum- 
stances, how is one to prepare a statement 
of charges? It may be necessary for an en- 
gineer and an accountant to start with a bill 
of materials and work backwards. The cost 
of labor must be arrived at from the best 
sources available. Related indirect expenses 
can usually be determined if the accountant 
is resourceful. Generally if sufficient care 
is observed a dependable record can be pro- 
duced that will support an intelligent basis 
for settlement. 

“It is sometimes discouraging to find out- 
standing accountants in industry, as well as 
some in government, who attach undue sig- 
nificance to certain phrases in the regulations 
and directives. Naturally we can engage in 
a battle of words if we ascribe all posible 
meanings, and thus fail to accomplish our 
purpose. The intention of the authorities 
who approved the manuals was that com- 
monly-accepted interpretations should be 
made. The manuals can not solve every ques- 
tion that may be presented with respect to 
a termination charge. It is expected that the 
accountant will call on his knowledge ex- 
perience and technique to arrive at a solu- 
tion, that is in harmony with accepted ac- 
counting practices and in compliance with a 
fair interpretation of regulations. 

“It is more urgent that termination charges 
be prepared promptly, once the contract is 
terminated, and pressed vigorously through 
with the contracting officer for early settle- 
ment, than to quibble over form and pro- 
cedure. Statements of charges from sub- 
contractors should receive the same attention 
of the prime contractor, so that the flow of 
settlement proceedings will not become stag- 
nant. It is a herculean assignment not with- 
out complexity—but it can be solved with 
intelligence, courage, teamwork and the de- 
sire to finish the task.” 


PENSION AND PROFIT-SHARING PLANS 


The special Monday Afternoon ses- 
sion on “Pension and Profit-Sharing 
Plans,” was under the chairmanship of 
Peter Guy Evans, C.P.A. and LL.B., 
who is assistant secretary, National 
Starch Products Inc., New York City. 
Besides the three featured speakers, Mr. 
Evans, Mr. Adrian W. De Wind, 
Senior Attorney in the office of Tax 
Legislative Council, Treasury Depart- 
ment, and Mr. Stanley W. Duhig, vice- 
president and treasurer of Shell Union 
Oil Corporation, New York City, who 
is a National Director of The Institute, 
and chairman of its Sub-committee on 
Pension and Thrift Plans, participated 
in the question and answer program 
that followed the presentation of the 
three papers. 

The first speaker was Thomas N. 
Tarleau, attorney, with Willkie, Owen, 

(Please turn to page 218) 
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be of trouble-free action in wartime business relations with the federal 
= government, the safe, the sensible practice is to follow today’s law, 
isi today’s procedure as set forth in the GOVERNMENT CONTRACTS 


Unit of the CCH War Law Service. 


Loose leaf, kept up to the minute always, it provides at al! times the 
“last word” in law or regulation, the very latest in form or ruling. 
> of And not the bare announcement of its existence, but the full text 
Dae, usually of the actual material itself as released by the authorities! 


city. Subscribers for this Service always know the what-to-do and why- 
Mr. to-do-it of Army Procurement Regulations (PR’s), Ordnance Procure- 
ind, ment Instructions (OPI's), Navy Regulations, allowable Koos SERLEAS, 
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Where Do We Stand? 


Excerpts from an address by Dr. Gustav Stol- 
per, Consultant Economist, New York City, 
presented at the Fourth War Conference of 
the Controllers Institute of America, held in 
the Waldorf-Astoria, New York, on Monday, 
April 3, 1944. 


1. In the domestic scene, the danger of 
inflation which was so threatening a year 
ago, has receded into the background, if 
not vanished. The change came by the mid- 
dle of 1943 when for the first time the end 
of the war came in sight. From this moment 
on the propensity of the masses to spend and 
to consume was held in check. People were 
becoming uncertain about their jobs, about 
postwar prospects. They began to value sav- 
ings as safeguard against an uncerta‘n fu- 
ture. Up until the middle of 1943, the coun- 
try was protected by huge accumulated 
reserves in goods of all sorts. It is protected 
now by still huge production of civilian 
goods and by increased savings. 
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In this situation a more radical tax policy 
than adopted by Congress would have been 
more damaging than helpful. And anything 
like the figure of 16 billion dollars addi- 
tional taxes as suggested recently might 
have been catastrophic. It would have off- 
set the precarious equilibrium in the price 
and wage structure which we were able to 
maintain during this war. 

2. The second fact less generally recog- 
n'zed but equally certain is the international 
interdependence from which this country 
cannot extricate itself any longer. That in- 
terdependence has existed ever since the 
last war. It became calamiious for the world 
in 1929 and after. The collapse of the 
American silk prices in 1929 contributed 
probably more to the rise of the Japanese 
militarists and autarchists to power than any 
other single event. The financial crisis 
brought about by the 1929 crash threw Ger- 
many into the chaos that produced Hitler. 
The debate about American postwar plans 
realizes too little that no prosperous Ameri- 
can can be maintained alongside a prostrate 





“COST DISTRIBUTION AND PAYROLL 
COMPLETED TWO DAYS EARLIER” 


Despite a 30 per cent increase in personnel 
during a single year, a maker of aircraft 
parts has been able to handle payroll and 
labor distribution without an increased 


clerical staff. 


Through the use of Keysort, a McBee 
contribution to the tools of management, 
these operations involving approximately 
2000 employees are actually being completed 
two days earlier after the close of the pay 
period than had been the case before Keysort 
was installed. Payroll errors and complaints 
have decreased due to increased accuracy of 
the work and better all-over control. 





Europe. And no prosperous Europe is con- 
ceivable unless it is a genuinely pacified and 
unified Europe. This guiding motive of 
American foreign policy becomes visible out- 
side the fog of noble or ignoble emotions 
through which it is so often seen. 

3. The future of American foreign trade 
is not expansion as an aim in itself. Under 
the capitalist system, no markets can be con- 
quered by political means without being 
destroyed. The expansion of American for- 
eign trade must be sought within an ex. 
panding world economy. But by:no means 
should a surplus of exports over imports re- 
garded as desirable. The foreign ttade policy 
of this country must definitely adjust itself 
to its lasting position as the greatest creditor 
country on the globe. The war has helped to 
make this country conscious of the limita- 
tions of its natural resources. We may be 
much less eager after the war to export oil, 
copper, and other metals than to import 
these valuable materials to conserve our re- 
duced reserves. If this reversal of American 
foreign trade should be attained on a large 
scale it would enormously help Britain and 
the other colonial empires to expand their 
production and trade of raw materials and 
thus supply them with the purchasing power 
to buy their food or to help in the restora- 
tion and expansion of the devastated areas 
and backward continents. 

4. American capitalism will probably as- 
sume as exceptional a position in the world 
as the Soviet system held before the war. 
Pre-war capitalism in Europe has disap- 
peared under the blight of Nazi conquists, 
and we do not know whether and to what 
extent the peoples of Europe will long to 
restore private enterprise. But that need not 
frighten us. It makes only the responsibility 
of this country still greater. It will be the 
American example as much as American 
power that will mold the future systems of 
the old world. The peoples liberated from 
the Nazi yoke may not long for private en- 
terprise but they certainly will long for per- 
sonal liberty. Freedom has too long been 
taken for granted. They will discover what 
a precious good it is—jealously to be 
guarded, and they will soon learn that the 
only economic and social system to preserve 
personal liberty is what Americans. still 
proudly call capitalistic democracy. 





WAGES IN WAR-TIME 
(Continued from page 204) 











good or bad. I state it merely as a fact, 
or at least an estimate of what the facts 
may be. It would not be fair or realistic 
to do otherwise. While the outlook 
which I have painted is not a comforta- 
ble one for management, neither is it 
in any sense a hopeless one. Manage- 
ment in Britain and in many othet 
highly unionized countries has had to 
live in this sort of environment for 
many years and has coped very success- 
fully with the problems posed by 4 
rigid wage structure. I have confidence 
that American management will rise to 
this type of challenge as it has to so 
many others in the past. 


Certificates of Membership 
All members of The Controllers Institute 
of America are entitled to have certificates of 
membership. Those who have not applied for 
them should do so at their convenience. Write 
National Headquarters. 
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MARSH & McLENNAN 


INCORPORATED 


Marsh & McLennan has developed many 
employee retirement plans, embracing 
the self-administered, insurance com- 
pany group annuity and individual con- 


tract methods of financing. 


The accredited actuaries of our Pension 
Department are available for impartial 


and competent counsel. 


70 PINE STREET - NEW YORK 


CHICAGO 
BUFFALO 
PITTSBURGH 
CLEVELAND 
COLUMBUS 
DETROIT 
INDIANAPOLIS 


MILWAUKEE SEATTLE 
MINNEAPOLIS VANCOUVER 
DULUTH MONTREAL 
PHOENIX BOSTON 

SAN FRANCISCO ST. LOUIS 

LOS ANGELES LONDON 
PORTLAND WASHINGTON, D. C. 
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Modern miracles— plywood stronger than steel, 
glass that bends... and a host of other marvels of 
science, are daily capturing American imaginations. 

Yet in your everyday business you are in 
contact with one of the oldest marvels of modern 
life—cotton fiber paper. Through all the advances 
in paper manufacture, no better, practical basic 
material than cotton has ever been found for the 
making of high grade papers. 

For nearly a century Parsons cotton fiber 
papers have been serving American business. 
Cotton fiber papers give you clean, fast work, 
impressive appearance, and permanence for im- 
portant records. 

Write today for Demonstration Folder of 
these superior business papers and see how they 
can be used in your business. 

PARSONS PAPER COMPANY, HOLYOKE, MAss. 
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Position Wanted 











Controller, Treasurer or Assistant 
to President 

A resourceful and conscientious executive, 
qualified by ability and years of experience 
to plan, direct and execute responsibilities, 
desires permanent position with postwar pos- 
sibilities. Heavy experience in handling all 
the accounting activities of a company in- 
cluding cost, budgets, finance, credits, and 
government regulation statements. College 
graduate. Married, no dependents. Draft 
exempt. Address: Box Number 440, “The 
Controller,” one East Forty-second Street, 
New York 17, N. Y. 


Controller-Treasurer 

Diversified and extensive experience with 
large and medium sized industrial companies. 
Thoroughly qualified in all duties of above 
positions, including costs, taxes and general 
administrative duties. Location secondary. 
Age 50. Salary desired $10,000. Address: 
Box Number 360, “The Controller,” One 
East Forty-second Street, New York 17, 
NY: 


Executive Accountant 

Qualified for position as controller, treas- 
urer or related position. Twenty years broad 
experience. At present government chief 
accountant supervising contract terminations. 
Write: Box 431, “The Controller,’ One 
East Forty-second Street, New York 17, 
N.Y: 


iN. 


Treasurer—Controller—Tax—Finance 
Officer Available 

Sound, constructive, adaptable with fifteen 
years of successful experience in corporation 
work. Entree to important financial, business 
and banking circles. Outstanding record on or- 
ganization, tax-savings, finance and development 
of subordinates. Skilled in relations with public 
officials—useful in contract renegotiation, 
termination and wage stabilization problems. 
Age 38, Certified Public Accountant, extensively 
travelled. For information or interview, address: 
Box 213, “The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Taxation Sub-Committee Appointed 
on Pension and Trust Plans 


Under the chairmanship of Oscar N. Lin- 
dahl, past president of The Institute and 
vice-president-finance of Carnegie-IIlinois 
Steel Corporation, Pittsburgh, the Committee 
on Federal Taxation of The Institute held an 
important all-day session in the Hotel Shel- 
ton, New York, on Friday, March 31. Cur- 
rent tax proposals and forthcoming recom- 
mendations of the National Committee were 
reviewed and analyzed. 

At the same time, it was announced that 
Stanley W. Duhig, vice-president and treas- 
urer of Shell Union Oil Corporation, New 
York, and chairman of The Institute’s Com- 
mittee on Cooperation with the Securities 
and Exchange Commission, had been ap- 
pointed to membership on the Committee on 
Federal Taxation, and that he would serve, 
as well, as chairman of a newly constituted 
Sub-Committee on Pension and Trust Plans 
of the Committee on Federal Taxation. The 
other members of the Sub-Committee are: 

Lewis C. Perkinson, American Cyanamid 
Company, New York; Max M. Rosenberg, 
American Smelting & Refining Company, 
New York; Vincent C. Ross, Prentice-Hall, 
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Inc., New York; Richard H. Schlottman, 
lr Bethlehem Steel Corp., Bethlehem, Pennsyl- 
vanila. 
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That’s the idea! She’s helping A.S.C. has standardized in its hundreds of 
to ‘“‘Keep ’em in the blue’”’—a establishments the Kardex Stock Control 
Dee task of supply, maintenance System this girl finds so easy to operate. 
,_ “The and repair that makes the In speed, simplicity, compactness and up- 
—_ Army Air Forces’ Air Service Command to-the-minute accuracy, Kardex Visible 
the world’s largest business. A.S.C.’s stock Record Systems meet stiff military re- 
os ranges from carburetor springs to bomber quirements! Kardex shows the true cur- 
ree: wings—totals about 500,000 different ar- rent balance of every individual item at 
general ticles—and flows in dependable streams to all times—shows it at a glance with the 
Tt depots, air fields and outposts the world exclusive Graph-A-Matic signal. This is 
‘ 3 over. the famous Remington Rand “seeing-eye 

With its goal the right thing at the right 
place at the right time in the right quantity, *The rea/ number is, of course, a military secret. 
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FOURTH WAR CONFERENCE 
(Continued from page 212) 











Otis, Farr & Gallagher, New York 
City, who was formerly legal assistant 
to the Under Secretary of the Treasury, 
and from 1938 to 1942, Legislative 
Counsel in the Treasury Department, in 
charge of the technical aspects of all 
revenue bills. He was followed by John 
W. Drye, Jr., attorney, with Rathbone, 
Perry, Kelley & Drye, New York City, 
who is widely regarded as one of the 
leading legal authorities in the field of 
pension and profit-sharing plans. The 
third speaker was Esmond B. Gardner, 
second vice-president, Chase National 
Bank of the City of New York, who is 
a member of the New York Bar. Mr. 
Gardner has been affiliated with the 
Chase National Bank, in various capaci- 
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ties, since 1923, and is in charge of the 
pension trust division of that institution. 
He is co-author of the recently pub- 
lished summary, “Pension, Bonus and 
Profit-Sharing Plans.” 

Their papers, including Mr. Evans’ 
opening observations, and the full ques- 
tion and answer session are to be in- 
cluded in the special pamphlet of The 
Institute, which was previously men- 
tioned. 


CONFERENCE BANQUET 


The Fourth War Conference closed 
on Monday night with a large gather- 
ing in the Grand Ballroom attending 
the Conference Banquet, for which the 
toastmaster was The Institute’s Presi- 
dent, John C. Naylor, vice-president 
and controller of Pet Milk Company of 
St. Louis. 


Nr ene 




















A “surprise” addition to the program 
was John M. Hancock, co-author of the 
Baruch-Hancock report, who spoke of 
the present status and future possibil- 
ities in the development of uniform and 
sound war contract termination policies, 

Mr. Hancock was followed by Hon. 
Chapman R. Revercomb, United States 
Senator from West Virginia, who is a 
member of the Senate Committee on 
Military Affairs’ Sub-Committee on 
War Contracts, on which he serves with 
Senators James E. Murray and Harry §, 
Truman. 


Senator Revercomb declared, in his ad- 
dress, entitled “The Coming Adventure in 
Prosperity,” that “it is the duty of govern- 
ment, since government is so widely engaged 
in business, to take steps and plans now for 
the future with respect to those engagements 
that it undertook. 

“This problem has been under close study 
in the Senate by the Postwar Planning and 
Economic Committee, of which Senator 
George is Chairman. Phases of it have been 
under immediate consideration by the War 
Contract Subcommittee of the Military Af.- 
fairs Committee of the Senate, composed of 
Senator Murray, Senator Truman and myself. 

“As the needs for war change and as prod- 
ucts heretofore ordered become less useful in 
waging war, many war contracts (1400), gen- 
erally necessarily made in haste, have been 
terminated. Already 13 billion dollars of 
such contracts have been ended. The ter- 
mination and the treatment under termina- 
tion has been unsatisfactory. Only about 
ten per cent. of the sums estimated as due on 
termination claims submitted to date has 
been paid. Many claims have been pending 
and have remained unsettled for over a year. 
After the last war it took twenty years to ob- 
tain final settlement upon some of the war 
contracts. The result was that many a fac- 
tory had to close because of economic col- 
lapse and many a man was thrown out of a 
job as a result. 

“It is to meet this problem in a practical 
way that the Subcommittee of which I am a 
member is working on a bill known as No. 
1718 and which in a short time will, I be- 
lieve, be presented to the Senate. 

“This bill, in essence, will permit the pay- 
ment immediately of a large per cent. on the 
terminated contracts so that industry may be 
kept alive and men and women may be kept 
at work there upon new orders for other 
goods. Another and immediate need is au- 
thority to dispose of surplus unused materi- 
als on hand where contracts have been ter 
minated. This must be done with a view to 
a proper use of these materials and with a 
view to preventing their waste and prevent- 
ing the government from being done out of 
a proper price. 

“Already we have instances of criminal 
neglect in this respect where agencies of gov- 
ernment have disposed of materials at prices 
grossly below their real value. 

“Also, these materials should be released 
for use in such a way as not to unfairly de- 
stroy private production of usable goods, 
particularly so.where such production was 
encouraged and invited by the government. 

“It was at one time thought, and the ques- 
tion is still being considered, that the bill 
to be brought forth should not only deal 
with the settlement of terminated war con- 
tracts, but should also deal with the disposal 
of surplus goods. However, proper inquiry 
has not yet been made into the question of 
disposal to permit a statute outlining a policy 
and a plan, and it is probable that the first 


(Please turn to page 220) 
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bill will deal only with settlements and be 
quickly followed by a statute dealing with 
disposal. 

“The administration of these acts, along 
with other relevant statutes, will probably 
be under the administration of a person who 
will bear the title of Director of Office of 
War Demobilization. Another office—but 
one that appears justified. I hope the crea- 
tion of it will do away with several dozen 
others. 

“Quick settlement of war contracts may 
bring some injustices in the amounts of pay- 
ments, but it is believed that, if properly ad- 
ministered, benefits to the national economy 
will far outweigh the danger of overpay- 
ment. 

“The plan calls for quick, fair and final 
settlement of a proportion of the claims. 
All such claims, of course, will be reviewed 
by the Comptroller General for the purpose 
of detecting any intentional wrong or fraud 
that may have been injected into the claim. 
There will be no danger to the claimant and 
settlement will be final, if his list is true. 

“The Baruch-Hancock Report, brought 
forth by Mr. Bernard Baruch and Mr. John 
Hancock, is no doubt familiar to most of 
you. On the whole it is a useful skeleton 
plan which may be helpful in guidance for 
general legislation on the subject. It is 
lengthy, as you know, and time will not per- 
mit a discussion of it in detail.” 
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PERSONAL NOTES 


Two members of The Institute were featured 
in the meeting of electric and gas industry ac- 
countants in Cleveland, on April 25-27. Mr. 
O. H. Ritenour, controller, Washington Gas 
Light Company, Washington, D. C., who was 
chairman of the April 25 general session, is 
a member of the District of Columbia Control 
of The Institute. At that session, a paper by 
Henry C. Perry, treasurer, The Heywood- 
Wakefield Company, Gardner, Massachusetts, 
was presented. It discussed ‘Problems Fac- 
ing the Accounting Officer.’ Mr. Perry is a 
past president of The Institute and chairman 
of its National Committee on Education. 


Hector J. Dowd was recently elected presi- 
dent of Certain-teed Products Corporation, Chi- 
cago. He became a member of The Controllers 
Institute of America while he was vice-presi- 
dent of the company, which was then located 
in New York City. For more than five years 
he was chief accountant investigator of the 
Securities and Exchange Commission, and as 
assistant regional administrator had charge of 
investigations and supervision of personnel at 
the New York Regional Office. He made a 
study of the causes of failures of financial and 
brokerage houses. As a result, and in collabora- 
tion with associates in the Securities and Ex- 
change Commission, he drafted rules and regu- 
lations for promulgation by the Commission, 
under both Securities Acts, having to do with 
proper maintenance of books and records, and 
adequate disclosure of essential information to 


the public. 
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ECONOMICS 


Morrison H. Watkins, formerly assistant 
controller of Sperry Gyroscope Company, Inc. 
Brooklyn, has been made accounting proce. 
dures director of the Great Neck, Long Island 
branch of the company. Mr. Watkins was 
elected a member of The Institute in May, 
1938. 


John B. Thurston, formerly with The North 
American Company, New York, has been 
named internal auditor of Fram Corporation, 
East Providence, Rhode Island. Holder of Cer. 
tificate Number 2001, Mr. Thurston has been 
a member of The Institute since December, 
1941. 


In January of this year, Charles F. Herr. 
meyer, a member of The Controllers Institute 
since August, 1943, became assistant to the 
secretary-treasurer of Harry Ferguson, Inc 
Dearborn, Michigan. 


9 


Mr. C. W. Gray-Lewis was elected in Feb- 
ruary treasurer of the Lily-Tulip Cup Corpora- 
tion, New York. He continues his duties as 
controller of the company. He is a member of 
The Controllers Institute of America and holds 
certificate Number 1453. 


Paul Haase, assistant secretary of The Con- 
trollers Institute, was recently elected treasurer 
of the National Association of Public Rela- 
tious Counsel, on whose Board of Directors 
he had been serving during the previous year. 


Charles F. Lang has been appointed assist- 
ant treasurer of Discount Corporation of New 
York. Mr. Lang is a member of The Institute 
by vittue of election in October, 1943. 


A member of The Institute, Chester F. Buck- 
ley, has been made a vice-president of the 
Borden Farm Products Division of Borden 
Company. He was formerly director of ac- 
counting and statistics, and was elected to The 
Institute in March, 1942. 


Henry C. Perry, treasurer of The Heywood- 
Wakefield Company, Gardner, Massachusetts, 
was a speaker on the “Queens College Pro- 
gram’ over radio station WNYC, New York, 
recently. The theme of the program on which 
Mr. Perry appeared was ‘Industrial Planning 
for the Postwar World.” 


Alfred B. Cipriani has been named control- 
ler and chief financial officer of the Brewster 
Aeronautical Corporation in Long Island City. 
Mr. Cipriani has been a member of The In- 
stitute since May, 1940. 


Melville J. Roeder, a member of The Insti- 
tute since March, 1942, has joined the staff 
of the Standard Oil Company of New Jersey, 
in New York City. 


J. P. Healey was transferred on April 13 to 
the staff of Curtiss-Wright Corporation, Air- 
plane Division, Director of Finance’s Office on 
special assignments, in Buffalo. On the pre- 
ceding Friday, Mr. Healey had completed 15 
years of service with the Curtiss-Wright Cor- 
poration. He is a member of The Controllers 
Institute of America by virtue of election in 
Julv, 1941, and is holder of certificate number 
1940. 


A member of The Institute, John F. Bockel- 
mann, formerly controller and assistant treas- 
urer of F. & M. Schaefer Brewing Company, 
Brooklyn, N. Y., has been elected treasurer of 
that company. 


Mr. Roy C. Goddin of the Mortbon Corpora- 
tion of New York, Newark, New Jersey, was 
inducted into the Army on March 3, 1944, 
and is stationed at Camp Wheeler, Georgia. 
He is a member of The Controllers Institute of 
America. 
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Reviews of Recent Publications 








From Values to Income 


FINANCIAL ACCOUNTING. By George O. 
May. Published by The MacMillan Company, 
New York. $3.00. 

Accounting has changed conventions and 
precepts so rapidly in the past half century 
that even a brief reading of a good treatise 
on accounts of a few years ago will show 
vast shifts of tenets. 

A most authoritative work an auditing pro- 
cedure and practice, published as late as 1916, 
devotes a paragraph to the treatment of the 
account for horses in a balance sheet audit, 
even to suggesting that, if feasible, the auditor 
count the delivery horses on the inventory. 
But the salient injunction is to the effect that 
a revaluation on the basis of the age of the 
horses and the nature of the business is more 
satisfactory than the writing off of a fixed 
percentage annually. 

The criterion par excellence of earlier ac- 
counting was value. As in the foregoing case, 
it was a matter on which the emphasis was 
placed. Accounting dealt with the accumula- 
tion of values, and balance sheet values regu- 
lated the amount which might be later dis- 
posable and distributable. 

From the same work, an observation even 
more striking of the present variance from 
past convention is drawn in respect of manu- 
facturing concerns where “large and expensive 
office building, recreation facilities and sim- 
ilar expenditures are made without any ap- 
parent increase in earning capacity. The au- 
ditor will, of course, decide each case on its 
merits. Wherever possible, such expenditures 
should be charged to expenses, or if the ex- 
penditures are large and infrequent, it may 
be permissible to spread them over a period 
of two to five years. This may seem rather 
drastic practice but between the alternative 


of loading the plant account to the danger 
point—as so often happens—and, keeping it 
down to a safe and sane basis, there should 
be little argument as to which is better ac- 
counting.” 

The shift in financial accounting from em- 
phasis on values to emphasis on income or 
earning capacity is ably discussed by Mr. May 
in his book, Financial Accounting. The great 
changes in approach to statement of the bal- 
ance sheet and profit and loss account, such as 
the change to emphasis on income, the change 
from approach through value to approach 
through cost, and even through ‘“‘first’’ costs, 
are excellent studies for the controller who 
may wish to review the newer and underlying 
conventions and expedients of financial ac- 
counting. The book is a splendid digest of the 
history of changes in accounting practice, for 
good or evil. 

From the broader viewpoint of the history 
of a civilization, for example, the trend from 
the emphasis on balance sheet values to earn- 
ing capacity, with worth as a multiple of in- 
come, is an ominous sign in the law of civili- 
zation and decay. A world which passes from 
the concept of the accumulation of capital, 
i.e., creation, to the emphasis of the distribu- 
tion of the income, #.e., the concept of the 
world as spoil, is a world which passes from 
high form to low form. The emphasis on in- 
come is a passing interlude in the history of a 
civilization, preceding it and succeeding it, 
come the emphasis on values again, meager 
values at that. 

The reader will be able to reflect their ulti- 
mate effect not only upon accounting conven- 
tions but their historical and devastating im- 
plications upon the freedom and prosperity of 
a great economy. 

Reviewed by A. S. PoucHot. 
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Present Policies on Postwar Losses 


“BUSINESS RESERVES IN PRESENT TAX 
LAW,” by E. Cary Brown and J. Keith By. 
ters. Published by the National Planning As. 
sociation, Washington, D. C. 25 cents. 

Postwar losses after World War I proved 
that wartime profits may be largely illusory, 
The present war has already exceeded the 
duration of the last one and the rate of in- 
dustry’s war activity now is many times that 
of 1917-1918. Also, because of the very high 
tax rates now in effect, it is essential that these 
rates be imposed on true income and on true 
excess profits. For these reasons, the question 
of application of postwar losses against war- 
time profits has been of serious concern to 
business management. 

In this 26-page report, the authors discuss 
the need for applying postwar losses against 
wartime profits and the extent to which this 
problem is met through the 10 per cent. post- 
war refund of excess profits tax, the two- 
year carry-back of net operating losses and 
unused excess profits credits, and the involun- 
tary inventory liquidation provisions added to 
the Internal Revenue Code by the Revenue Act 
of 1942. 

The authors summarize these three pro- 
visions, discuss their objectives and their legis- 
lative development and appraise their effec- 
tiveness in providing for postwar losses. Among 
the objectives discussed are stimulation of war 
production, encouragement of postwar em- 
ployment-creating outlays, correction of inade- 
quacies in the definition of taxable income, and 
alleviation of discrimination resulting from the 
use of an annual accounting period for de- 
termining tax liability. The authors consider 
the 10 per cent. postwar refund as merely a 
deferred reduction in the excess profits tax 
rate and point out the limited scope of the 
last-in, first-out involuntary inventory liquida- 
tion provision. 

Mr. Brown and Dr. Butters recognize that 
the carry-back provisions do not afford a com- 
plete solution of the problem of postwar losses 
and mention the possibility that these pro- 
visions might be repealed because of revenue 
considerations and public discontent aroused 
by refunds of substantial dollar amounts to 
large taxpayers. They realize that some of the 
shortcomings of the carry-back provisions 
would be remedied by the allowance cur- 
rently of deductible reserves for postwar costs 
and losses but feel that such reserves should 
be allowed “only if they are established for 
postwar costs and losses which can be meas- 
ured and allocated to fiscal periods with rea- 
sonable precision.” 

Reviewed by M. M. ROSENBERG. 


States Asked To Avoid 
Federal Aids 


A plea that states plan to finance their 
own post-war programs instead of relying 
on federal aid “with its accompanying con- 
trol”. was sounded at a recent meeting of 
state fiscal officers. The executive committee 
of the National Association of State Audi- 
tors, Controllers and Treasurers adopted a 
resolution saying: 2 

“The states and their political subdivisions 
will come out of the war with debts greatly 
reduced or entirely paid and with substan- 
tial cash reserves, while on the contrary the 
federal debt will be the greatest in history. 


AMA Production Conference 


War production problems of management 
were analyzed at the Production Conference 
of the American Management Association in 
the Hotel Drake, Chicago, on April 19 and 
20. Reconversion, contract termination, 1n- 
centive plans, labor problems, and procedural 
developments were among the subjects dis- 
cussed. 
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‘Awarded to the men and women 
| of Burroughs for outstanding 
\ production of war materials”’ 


x *® ® 


Years of experience in precision manufacturing 
are enabling Burroughs to produce and deliver 
the famous Norden bombsight—one of the most 
Precise instruments used in modern warfare. 

New figuring and accounting machines are also 
being produced by Burroughs for the Army, Navy, 
U. S. Government and other enterprises whose 
needs are approved by the War Production Board. 


LET’S ALL BACK THE ATTACK! 
* BUY MORE WAR BONDS * 


The Controller, May, 1944 


Uncle Sam’s billion-dollar payday calls for global strategy. 
For over ten million men must be paid... on the spot, which 
might be Alaska or Australia, Iceland or India, South America 
or China... in cash they can spend, which means dollars and 
dinari, pounds and pesos, rupees and rubles. 


Each man’s pay is a complicated calculation that considers 
rank ... allowance for subsistence . . . allotments for depend- 
ents... extra pay for specialist's ratings, overseas service, 
distinguished service awards and qualification in the use of 
arms ... deductions for insurance premiums, War Bonds and 
special items. 

Plainly, Uncle Sam’s billion-dollar payday involves one of 
the greatest figuring and record-keeping jobs of all time, 
impossible to perform without accounting machines. In the 
armed services and in government offices, thousands of fast, 
accurate Burroughs adding, calculating and accounting 
machines are playing an outstanding part in this war work so 
vital to our fighters and to their families at home. 


BURROUGHS ADDING MACHINE CO. e DETROIT 32, MICH. 


Burroughs 








FIGURING, ACCOUNTING AND STATISTICAL MACHINES * NATIONWIDE MAINTENANCE SERVICE © BUSINESS MACHINE SUPPLIES 
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May 25 Date for Filing Profit 
Refund Applications 


Applications for refund of profits recovered 
by the government on the basis of “excessive 
inventory” should be filed in the form of a 
written statement on or before May 25, 1944 
and should be sent to the department which 
conducted the original negotiation. 

Interpretation of the amended renegotia- 
tion law by the War Contracts Price Adjust- 
ment Board of the Army, issued in mid-March 
at Washington, also exempts from renegotia- 
tion contractors with an annual business of 
$500,000 or less, and contains provisions 
which will prevent renegotiators from trim- 
ming profits in order to bring business below 
that figure. 

“No determination of excessive profits 
shall be made in an amount so great that when 
deducted from the aggregate amount of con- 
tracts it will reduce the total below $500,000,” 
the ruling said. 

Illustrating the rule, the board cited the 
case of a contractor whose total war contracts 
amounted to $550,000. He should be subject 
to renegotiation. But if the renegotiators 
should find, say, $75,000 of excessive profits 
they would be permitted to recapture only 
$50,000. 

Standard commercial articles, which under 
the revised law may be exempted in the 
board’s discretion, will be treated by “types 
or classes” of articles rather than on the basis 
of individual contractors, the board ruled. 
No specific exemptions were announced or 
indicated, but the board said amounts re- 
ceived or accrued as to such articles, after the 
date specified at the time the exemption is 
announced, shall be exempt from renegotia- 
tion. 

To reduce applications for exemptions in 
this category, the board will grant them “only 
where competitive conditions have been such 
as reasonably to protect the Government 
against excessive prices and on the basis of 
broad national conditions and considerations 
and after complete research and development 
of the factual and legal questions involved.” 

As to construction contracts, which are ex- 
empt under the new law as to fiscal years end- 
ing after June 30, 1943, the board ruled that 
the exemption applies only to construction 
proper, let to the lowest qualified bidder un- 
der competitive conditions, but not to the 
furnishing of materials and supplies. 


Terminations Do Not Mean War 
ls Over, Says Forrestal 


The armed forces do not have all the war 
tools they need and no none should get the 
idea “that the war is over when we discuss 
contract termination in terms of postwar prob- 
lems.” However, war contracts that are being 
terminated, James V. Forrestal, Undersecretary 
of the Navy, recently told the House Naval 
Affairs Committee, should be settled as quickly 
as possible to enable the manufacturers con- 
cerned to turn to other production. 

Mr. Forrestal endorsed a bill introduced by 
Carl Vinson, chairman of the committee, de- 
signed to bring about fair and quick settle- 
ment of contractors’ claims. He said prompt 
payment on terininated contracts would be 
especially urgent after the war to provide for 
quick conversion to peacetime production and 
re-employment of war veterans. 


In this connection Mr. Forrestal said he did 
not think it possible, as a substitute for 
prompt settlement, to create machinery for 
Federal financing of industrial reconversion 
while claims were being examined and ad- 
justed. 


War Loans by Banks Exceeded 
Eight Billions in 1943 


A total of $8,425,878,000 of war produc- 
tion loans and commitments to make such 
loans by 436 of the largest banks in the na- 
tion were outstanding on December 31, the 
American Bankers Association announced, 
following completion of its semi-annual war- 
lending survey. The volume of such loans 
showed an increase of $1,511,260,000 during 
the final half of 1943. 

The survey shows that of the $8,425,878,- 
000 total, loans amounting to $678,891,000 
were for construction of war plants and fac- 
tories, and $7,746,986,000 were for the pur- 
chase of raw materials and other production 
expenses. The latter figure accounted for 
$1,508,985,000 of the total increase in the 
combined war loans in the six-month period. 

While loans for the production of war 
supplies and those for equipment showed in- 
creases, lending for financing the construc- 
tion of war plants showed a small decline 
during the period. The survey reveals that 
the decline in plant construction passed its 
peak some time ago, and that there has been 
a sharp increase in the amount of war ma- 
terial and supplies produced by the factories 
financed by loans from banks. 


State Finances Surveyed 


The United States Department of Com- 
merce issued in March its annual survey of 
the finances of all States in the Union, cover- 
ing the fiscal year ended on June 30, 1943, 
with adjustments for those States whose 
fiscal years did not coincide. Briefly stated, 
“The New York Times” notes, the survey 
shows that general revenues increased 3 per 
cent, general expenditures increased one-half 
of 1 per cent, while debt continued the 
downward trend begun in 1941. The aggre- 
gate gross debt of the States outstanding at 
the end of the fiscal year was $2,900,000,000, 
a decline of 9 per cent in the year. Of this 
total, net long-term debt amounted to §$2,- 
300,000,000, of which about 75 per cent was 
in general obligation bonds. 


Reorganization Boom 


With the aid of beneficent tax laws just 
enacted, reorganization and recapitalization 
of scores of corporations are being planned 
or launched, to clear up debts, or dividend 
arrears, or otherwise to improve or simplify 
corporate structures, the ‘New York Times” 
pointed out recently. Many archaic subsid- 
iaries, whose reason for existence is purely 
historical, are to disappear this year. It is, 
of course. advantageous to security holders 
to have clean-cut, readily understandable cap- 
ital structures, and management is not slow 
in proceeding to co what it can. 


Utilities Advised to Prepare 
Now for Postwar Needs, 
in Report to Dewey 


The New York State Public Service Com- 
mission called upon public utilities not to 
yield to the natural temptation to increase diy- 
idend rates too greatly during the war boom, 
because plants and facilities, strained by the 
volume and pressure of war work, must be 
rehabilitated on the return of peace. 

The plea was made in a report to Governor 
Dewey and the Legislature dealing with the 
regulation of utilities during wartime. The 
commission emphasized that utility financial 
structures must be ready to meet a burden 
at the war’s end. 

“When the war is over,” the report said, 
“or even before it is possible to secure addi- 
tional facilities to replace the substitutes 
which have been temporarily passed for op- 
eration and to replace equipment that is rap- 
idly wearing out, utilities will need to have 
unusual amounts of cash. For such purposes 
it would be improper to issue additional se- 
curities. 

“Unless utilities conserve their funds or im- 
prove their financial status by retiring securi- 
ties outstanding, they will not have the much- 
needed cash, and their financial structure will 
be such that they cannot be allowed to issue 
securities. 

“With large accumulated cash funds, the 
temptation is great to increase the dividend 
rate, to pay bonuses or to distribute gener- 
ously the unusual earnings; but any of these 
plans would be most unwise unless or until 
the company has made abundant provision, 
even considerably beyond all reasonable ex- 
pectations, to meet all postwar requirements. 

“Indeed, it would be preferable to err in 
the other direction; that is, to restrict divi- 
dends, to keep salaries on a reasonable basis 
and to avoid the use of funds that are not 
definitely required, in order that the utility 
may be prepared to meet the postwar condi- 
tions and have such a sound financial struc- 
ture that it can meet almost any condition 
that may arise.” 


Unemployment Insurance 
Regulations Implement 
“Interstate Plan” 


The Industrial Commissioner of New 
York State amended Regulation UI 19-41 
(Interstate Benefit Claims) and promulgated 
a new Regulation UI 22-44 (Combined Wage 
Credits), both effective March 13, 1944. 
These regulations implement the “Interstate 
Plan for Combining Wage Credits” to which 
the State of New York has subscribed, ef- 
fective March 13, 1944. 

This plan provides that all wage credits 
accumulated by a claimant under the juris- 
dictions of all states which participate in 
the plan will be combined and be available 
to him for the purpose of benefit payments as 
if they were accumulated under the law of a 
single state. The state which, under this 
plan, is liable for the payment of benefits 
will obtain proportionate reimbursement 
from the other states in which wage credits 
were accumulated. 








Com- 
10t to 
e div- 
boom, 
»y the 
ist be 


rernor 
h the 

The 
ancial 
urden 


said, 
addi- 
itutes 
ir Op- 
$ rap- 
have 
poses 
al se- 


yr im- 
ecuri- 
nuch- 
> will 
issue 


;, the 
idend 
ener- 
these 
until 
ision, 
e ex- 
rents. 
rr in 
divi- 
basis 
> not 
tility 
ondi- 
struc- 
ition 


New 
19-41 
vated 
Wage 
1944. 
‘state 
yhich 


|, ef- 


edits 
juris- 
e in 
lable 
its as 
of a 
this 
nefits 
ment 
edits 





The Controller, May, 1944 225 





The easiest thing in the world to waste is paper 


Paper has become a critical material. Our government 
asks everyone to conserve it. Business always has been 
notoriously careless of paper—now, under wartime 
acceleration, paper work is heavier than ever and waste 
has grown proportionately. 


There is a practical way for business to reduce con- 
sumption of paper, to eliminate waste, and at the same 
time benefit by simplifying many office operations so 
that time is saved, labor lightened, errors reduced, and 
office output speeded up. 


This may be done—is being done—in many govern- 
ment departments, at military depots, and in many 
varied businesses by a revolutionary wartime develop- 
ment—the Multilith Systemat. The Systemat carries 
constant information printed in reproducing ink. Vari- 
able data necessary to complete the document is com- 
piled and typed or handwritten in. The entire form then 
becomes a master sheet which, placed on a Multilith 
Duplicator, produces a dozen or hundreds of accurate, 


permanent, black-on-white facsimiles—every one an 
original. The Systemat produces purchase orders, job 
sheets, shipping documents, tally and packing slips— 
almost every type of form that carries repetitive data. 


Learn how Multilith Systemats can serve you by let- 
ting a Multigraph man explain how Systemats work. 
Millions of Multilith Systemats are being used by U. S. 
military forces. Of course, their requirements take 
precedence over civilian demands. Addressograph- 
Multigraph Corporation—Cleveland. Sales agencies 
with service and supply departments in principal 


cities of the world. A 


Multi raph 


TRAQDE-MARK REE US PAT OFF 


SIMPLIFIED BUSINESS METHODS 


Multigraph, Multilith and Systemat are Reg. T. M. of 
Addressograpb-Multigraph Corporation 












Multilith Systemats Save Paper bY— a, time Wasteful “Over-Runs” 


oo 1. Reducing Stationery Inventories 6. Maintaining Legibility 
2. Eliminating Obsolescence of Forms 7. Preventing “Copying” Errors 
3. Reducing Needs for Printed Forms 8. Utilizing Both Sides of Paper 
4. Permitting Consolidation of Several 9. Using Inexpensive Paper Stocks 


Forms into a Single Form 


10. Dispensing with Carbon Sheets 
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INSTITUTE ACTIVITIES 








Institute's Committee on Terminations Studies 
Direct Settlements, and S. 1718 


Following its meeting on April 2 in New 
York, the Committee on War Contract Ter- 
mination Policies and Procedures of The 
Institute scheduled another meeting for 
April 25 at the Hotel Shelton, New York. 
The latter session, under the chairmanship of 
Mr. Dundas Peacock, controller, Elliott 
Company, Jeannette, Pennsylvania, consid- 
ered two major subjects: (1) direct settle- 
ments of war contracts, and (2) the recently 
announced revisions of Senate Bill 1718. 

Two former past presidents of The Insti- 
tute have accepted appointment to the Com- 
mittee on War Contract Termination Poli- 
cies and Procedures. They are Mr. Oscar N. 
Lindahl, vice-president, finance, of Carnegie- 
Illinois Steel Corporation, Pittsburgh, who 
also serves as chairman of The Institute’s 
Committee on Federal Taxation, and Mr. 
Paul J. Urquhart, vice-president of Alumi- 
num Company of America, Pittsburgh. 

At the April 25 meeting of the Commit- 
tee, Chairman Peacock announced that 20 
local Controls of The Institute had appointed 
committees to study problems and trends in 
connection with contract terminations, and 
to act as liaison groups between the national 
committee and the membership of their 
respective local Controls. The personnel of 
the local Committees, as received at the time 
this issue of ‘The Controller’’ went to press, 
follows: 


BALTIMORE: John E. Tellman (Chairman), 
Koppers Company; Morgan R. Schermerhorn, 
The Glenn L. Martin Co.; John K. Wheeler, 
Victor Products Corp.; Charles H. Eitze, The 
Wm. Schluderberg-T. J. Kurdle Co.; Edgar 
K. Fitch, Mt. Vernon-Woodberry Mills, Inc. 

BRIDGEPORT: L. M. Nichols (Chairman), 
General Electric Supply Corp.; (Members to 
be appointed). 

CHATTANOOGA: M. W. Morris (Chairman), 
E-Z Mills, Inc., Cartersville, Ga.; J. H. Hardy, 
Chattanooga Medicine Co.; Keith Harris, Ross- 
Meehan Foundry. 

Cuicaco: Wilfred Reetz (Chairman), Stew- 
art-Warner Corporation; Edwin W. Burbott, 
A. B. Dick Company; F. H. Kaiser, The Crane 
Company; M. Keck, Borg-Warner Corporation; 
Joseph Lanterman, American Steel Foundries. 

CINCINNATI: Ray L. Medler 
Trailer Company of America; L. 
The Crosley Corporation. 

CLEVELAND: H. Parke Thornton (Chair- 
man), White Motor Co.; Elmer A. Seffing, 
The Cleveland Tractor Co.; M. E. Price, 
Thompson Products, Inc.; John W. Dixon, 
The Cleveland Graphite Bronze Co.; Robert 
E. Lewis, American Steel & Wire Co.; Don F. 
Zehrung, National Screw & Manufacturing Co. 

Detroit: W. W. Bradshaw (Chairman), 
Parker Rustproof Company; L. J. Sorensen, 
The Standard Products Co.; J. S. Eacock, N. 
Woodworth Company. 

HARTFORD: Francis L. Dabney, Landers, 
Frary & Clark, New Britain; Elmer G. E. 
Johnson, The American Hardware Corp., New 
Britain; Henry D. Fowler, The Fuller Brush 
Company. 

INDIANAPOLIS: Harold De Baun, Marmon 
Herrington Inc.; Marvin E. Hamilton, P. R. 
Mallory & Co., Inc.; Robert E. Lay, Cummins 
Engine Corp., Columbus; John H. Nagle, 


(Chairman), 


W. Adkins, 


Muehlhausen Spring Corp., Logansport; O. J. 
Norris, Roth Gear & Tool Co., Lafayette; F, J. 
Schlatter, Kingston Products Corp., Kokomo. 

Kansas City: Robert C. Waring (Chair- 
man), Butler Manufacturing Company; Arthur 
H. Cromb, Standard Steel Works; E. C. Peet, 
Transcontinental & Western Air, Inc. 

Los ANGELES: Dudley E. Browne (Chair- 
man), Lockheed Aircraft Corp., Burbank; Rod- 
ney S. Durkee, Lane-Wells Company; Frank L. 
King, California Bank, Head Office. 

MILWAUKEE: John J. Balsom (Chairman), 
Harley Davidson Motor Co.; M. A. McGrath, 
Bucyrus Erie Company, S. Milwaukee; John 
G. Moss, Cleaver Brooks Company. 

PHILADELPHIA: Arthur Pouchot (Chair- 
man), Lee Tire & Rubber Co., Conshohocken; 
Charles H. Dore, N. Y. Shipbuilding Corp., 
Camden, N. J.; Edward E. Reardon, Edward 
G. Budd Co.; J. W. Herman, Lukens Steel 
Co., Coatesville; F. G. Roberts, SKF Industries, 
Inc. 

PITTSBURGH: Clifford A. Hill (Chairman), 
Dravo Corporation; R. C. Markle, Carnegie- 
Illinois Steel Corp.; M. M. Schratz, Aluminum 
Company of America; Vine F. Covert, West- 
inghouse Electric & Manufacturing Co.; A. V. 
Murray, Scaife Company; Dundas Peacock 
(Advisory Capacity), Elliott Company. 

PORTLAND: E. E. Ullrey (Chairman), Wil- 
lamette Iron & Steel Corporation; Marshall A. 
Case, The Bank of California, N. A.; R. K. 
Lake, The Clark and Wilson Lumber Co. of 
Delaware; Joseph C. Landrud, Columbia Air- 
craft Industries; Henry M. Langton, Commer- 
cial Iron Works. 

ROCHESTER: Harold A. Ketchum (Chair- 
man), F. A. Smith Mfg. Co., Inc.; L. S. Cal- 
laghan, The Todd Company; E. S. LaRose, 
Bausch & Lomb Optical Co. 

SAN FRANCISCO: Lloyd R. Boling, Oliver 
United Filters, Inc., Oakland; Carl W. An- 
derson, Marchant Calculating Machine Co., 
Oakland; W. Wayne Finn, Atlas Imperial 
Diesel Engine Company. 





President Naylor Visits 
Local Controls 
President John C. Naylor con- 
| tinued adding to the list of local 
| Controls of The Institute, which he 
has visited during his term of of- 
fice, with appearances at the Mil- 
waukee Control on April 11, at the 
Twin Cities Control on April 12, 
and in Davenport, Iowa, in connec- 
| tion with the organization of the 
| new Quad-Cities Control, on April 
13. Mr. Naylor, who is hopeful of 
visiting each of the 35 Controls of 
The Institute before his presiden- 
tial year closes in September, has to | 
date appeared before meetings of 
29 of The Institute's local organi- 
| zations. 











SPRINGFIELD: R. A. Wickes, American 
Bosch Corp.; A. V. Sturtevant, Indian Motor- 
cycle Company; P. H. Bills, Gilbert & Parker 
Manufacturing Co. 

SyRACUSE: Francis D. Weeks (Chairman), 
Lamson Corp.; John R. Tuttle, Crouse-Hinds 
Co.; D. K. Van Cleef, L. C. Smith & Corona 
Typewriters; Fred F. Hoyt, Carrier Corp.; 
A. E. Woonton, New Process Gear Corp. 

ToLepo: E. P. Heiles (Chairman), Surface 
Combustion; J. C. Behringer, American Steel 
Package Co., Defiance; C. C. Bower, The Ran- 
som & Randolph Co.; H. M. Brown, Toledo 
Steel Products Co.; J. B. Fenner, The Electric 
Auto-Lite Co.; L. L. Melick, Spicer Manufac- 
turing Corp. 


Tri-Control Parley in 
Syracuse, May 25 


The annual Tri-Control Conference, com- 
prising a reception followed by dinner, which 
is regularly attended by members of The Insti- 
tute who are affiliated with the Buffalo, Roch- 
ester and Syracuse Controls, will be held in 
the Syracuse Hotel, Syracuse, on Thursday, 
May 25, beginning at 5:30. 

The Institute’s national president, John C. 
Naylor, who is vice-president and controller 
of Pet Milk Company, St. Louis, will be the 
featured speaker on the program, which will 
include an address by The Institute’s manag- 
ing director, Arthur R. Tucker, of New York, 
and a possible third speaker. 

Copies of the printed program, it was an- 
nounced by John A. Williams, assistant con- 
troller of Niagara Hudson Power Corpora- 
tion, of Syracuse, will be distributed to mem- 
bers of the three Controls early in May. 


Committee on Technical Information 
and Research Meets 


Chairman James E. McMullen, of The 
Colorado Fuel and Iron Corporation, of 
Denver, Colorado, presided at a meeting of 
The Institute’s Committee on Technical In- 
formation and Research, which was held on 
Tuesday afternoon, May 2, in the Hotel Jef- 
ferson, St. Louis. The meeting was devoted 
to an over-all review of work of the Com- 
mittee and to plans for the future, includ- 
ing the possibility of expanding the scope of 
the work. 








| OBITUARY 











Jules A. Endweiss 


Jules A. Endweiss, a member of The Con- 
trollers Institute of America as comptroller of 
Kennecott Copper Corporation, New York 
City, died at Saranac Lake, New York, on 
April 20. Mr. Endweiss was sixty-one years 
old. A resident of Hackensack, New Jersey, he 
is survived by his wife, three sons, and four 
sisters. e 

Mr. Endweiss was holder of Certificate 
Number 1044, by virtue of election in No- 
vember, 1937, and was a member of the New 
York City Control of The Institute. 
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DIRECTORS 


EDWIN M. ALLEN 
Chairman, Mathieson 
Alkali Works, Inc. 


EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 


EDGAR S. BLOOM 
President, Atlantic, Gulf and 
West Indies Steamship Lines 


LOU R. CRANDALL 
President, 
George A. Fuller Company 


CHARLES A. DANA 
President, Spicer 
Manufacturing Corp. 


HORACE C. FLANIGAN 
Vice-President 


JOHN M. FRANKLIN 
New York City 


CHARLES FROEB 
Chairman, Lincoln 
Savings Bank 


PAOLINO GERLI 
President, 


E. Gerli & Co., Inc. 


HARVEY D. GIBSON 


President 


JOHN L. JOHNSTON 
President, 
Lambert Company 


OSWALD L. JOHNSTON 
Simpson Thacher & 
Bartlett 


CHARLES L. JONES 
The Charles L. Jones Company 


SAMUEL McROBERTS 
New York City 


JOHN P. MAGUIRE 
President, John P. Maguire 
& Co., Inc. 


C. R. PALMER 
President, Cluett, Peabody 
t Co., Inc. 


GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 


HAROLD C. RICHARD 
Chairman, General Bronze 
Corporation 


HAROLD V. SMITH 
President, Home 
Insurance Co. 


ERNEST STAUFFEN 


Chairman, Trust Committee 


GUY W. VAUGHAN 
President, Curtiss-Wright 
Corporation 


HENRY C. VON ELM 
Vice-Chairman of the Board 


President, Western Union 


ALBERT N. WILLIAMS 
Telegraph Company | 


MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition as at close of business 


March 31, 1944 





RESOURCES 


Cash and Due from Banks 
U. S. Government Securities . . 
U.S. Government Insured F. H. A. 

Mortgages. Pt eer 7,982,948.25 
State and “Municipal Read oe « 6 » dene IG. So 
Stock of Federal Reserve Bank . . . 2,220,300.00 
Other Securities . . .  23,801,322.90 
Loans, Bills Purchased ail Dade rs’ 

Acceptances. . . . . » ~ + . 335,440,681.66 
Mortgages . . . «. «© - « « « + 13,216,354.24 
Banking Houses .. « » « « «., S20 Sse? 
Other Real Estate Equities SMa Al tee 1,771,182.51 
Customers’ Liability for Acceptances. 4,539,639.49 
Accrued Interest and Other Resources . 4,832.997.58 


$1,665,58 1,402.44 


. $ 372,935,411.55 
864,450,079.74 





LIABILITIES 


Preferred Stock . . . $ 8,009,920.00 
Common Stock ~ . 3§2,.998,440.00 


Surplus and Undivided 
Profits . .. < ». 48708 989.94 89,711,949.94 


Reserves. . . . « «  7,020,401.86 
Dividend on Common Stor k 

(Payable April], 1944)... .. 824,959.50 
Dividend on Preferred Stock 

(Payable April 15,1944). . . . . 200,248.00 


Outstanding Acceptances . . . . . 4,905,976.40 
Liability as Endorser on Acceptances 

and Foreign Bills . . . . . . . 390,542.42 
. 1,562,527,324.32 
$1,665,581 ,402.44 


United States Government and other securities carried at $216,211,924.58 are pledged 
$185,910,471.47 and other public 


Deposits . et 


to secure U. S. Government War Loan Deposits of 
unds and trust deposits, and for other purposes as required or permitted by law. 
P Pe] f , 


Principal Office: 55 Broad Street, New York City 
68 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 
Member Federal Reserve System 


Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. The Preferred is convertible 


into and has a preference over the Common to the extent of $50 per share and accrued dividends. 




















227 




















228 The Controller, May, 1944 
MEETINGS OF CONTROLS 
BALTIMORE In addition, Directors of the Control ine INDIANAPOLIS 


Topic: DEPRECIATION ACCOUNTING 


Donald Gunn, chief engineer of the Penn- 
sylvania Water and Power Company, pre- 
sented a paper on “Trends in Depreciation” 
at the monthly dinner meeting of the Balti- 
more Control of The Institute, held April 
12, in the Lord Baltimore Hotel. 


BRIDGEPORT 
Topic: CONTROLLERSHIP PROBLEMS 


A round table discussion of current con- 
trollership problems took place at the April 
12 meeting of the Bridgeport Control, which 
was held at the University Club. 


CHATTANOOGA 

Topic: POSTWAR PERSONNEL PROB- 

LEMS 

The principal of the Chattanooga Voca- 
tional School, Frank Hussaker, discussed 
postwar personnel problems at the monthly 
dinner meeting of the Control, which was 
held in the Read House, April 14. 


CHICAGO 
Topic: POSTWAR PLANNING 
For its dinner meeting, held on April 25, 
in the Union League Club, the Chicago Con- 
trol had for its speaker, Mr. Mason Smith of 
the firm of McKinsey, Kearney & Company. 
In discussing “Realism in Postwar Planning,” 
Mr. Smith gave specific illustrations of what 
has been done on several types of those 
problems by individual businesses. 


CLEVELAND 
Topic: TERMINATIONS 
A panel discussion of “Termination of 
War Contracts” featured the monthly meeting 
of the Cleveland Control of The Institute, 
which took place at the Hotel Cleveland on 
April 11. Participants in the discussion in- 
cluded: J. W. Dixon of the Cleveland Graph- 
ite Bronze Company; R. E. Lewis of the 
American Steel and Wire Company; M. E. 
Price of Thompson Products, Inc.; E. A. 
Seffing of The Cleveland Tractor Company; 
H. P. Thornton of The White Motor Com- 
pany; and Don F. Zehrung of the National 
Screw and Manufacturing Company. 


DALLAS 
ELECTION OF OFFICERS 
Officers of the Dallas Control, chosen at the 
March 23 meeting, include the following: 


President, Lyman L. Dyer, Lone Star Gas 
Company; First Vice-President, J. A. Good- 
son, Hunt Oil Company; Second Vice-Pres- 
ident, Ed. C. Hands, Ben. E. Keith Company, 
Fort Worth; Secretary-Treasurer, Henry S. 
Koepcke, Dallas. 





1943 Year Book Ready 


The 1943 Year Book of The Con- 
trollers Institute of America will be in 
the mail shortly. Manpower problems 
in both the printing and bindery es- 
tablishments which handled the Year 
Book have prevented earlier publica- 
tion. Each member of The Institute | 
will receive the 1943 Year Book with- | 
out charge, as soon as it is released by 
the bindery. 











clude: Russell M. Braund, Oil Well Supply 
Company; Russell Middleton, Texas Textile 
Mills; E. C. Seymour, Magnolia Petroleum 
Company. 


The following committees have been ap- 
pointed by President Dyer: 


Auditing Committee: F. P. Marsh, chair- 
man; Felix H. Tucker. 

Nominating Committee: Russell Middleton, 
Chairman; A. D. Harder; Donald Turner. 

Admissions Committee: J. A. Goodson, 
Chairman; Ed. C. Hands; Russell Middleton. 

Program Committee: Russell M. Braund, 
Chairman; E. C. Seymour; Curtis L. Walker; 
Donald Turner. 


DAYTON 
Topic: POSTWAR LABOR QUESTION 


The Dayton Control had for its guest 
speaker, at its April 13 meeting, Orville 
Khunley, editor of the “CIO News.” Mr. 
Khunley discussed the view of organized 
labor in the postwar period and the effect 
of increased labor cost in the postwar econ- 
omy. D. L. Temple, who is director of 
hourly rated personnel at the Delco Prod- 
ucts Division of General Motors Corpora- 
tion, led the discussion which followed Mr. 
Khunley’s speech. The meeting took place 
_ the Van Cleve Hotel, and was preceded by 
inner. 


DETROIT 
Topic: TERMINATION PROCEDURES 


Major Erwin Greenbaum, of the Detroit 
Ordnance District, spoke on war contract 
termination procedures at the regular dinner 
meeting of the Detroit Control of The In- 
stitute, held March 28, in the Hotel Statler. 


DISTRICT OF COLUMBIA 
Topic: POSTWAR PUBLIC DEBT 


Dr. Arthur E. Burns, adjunct professor of 
Economics at George Washington Univer- 
sity, and assistant director of the Office of 
Materials and Facilities of the War Food 
Administration, spoke on ‘Postwar Public 
Debt Problems’ at the regular monthly 
meeting of the District of Columbia Control 


of The Institute, which was held in the 
Carlton Hotel on April 25. 
HARTFORD 
Topic: POSTWAR PLANNING 
A round-table discussion on “Postwar 


Planning” was the feature of the monthly 
meeting of the Hartford Control. Held on 
April 13, the meeting took place in the Elm 
Tree Inn, Farmington. 


HOUSTON 
Topic: POSTWAR CONTROLLERSHIP 


“The Controllers Position in the Postwar 
Period’ was the subject of the paper pre- 
sented by B. B. Bromberg, assistant con- 
troller of Levy Brothers Dry Goods Com- 
pany, at the April 25 meeting of the Houston 
Control. 


Topic: PENSION PLANS 

“Pensions and Pension Trusts” was the 

subject of the address by Milton Elrod, Jr, 

presented at the March 29 meeting of the 

Indianapolis Control, held in the Lincoln 

Hotel. Mr. Elrod is well known as a lec. 
turer and writer on this topic. 


KANSAS CITY 
Topic: “INFORMATION, PLEASE” 


The Kansas City Control of The Institute 
had an “Information, Please” program for 
its April 10 meeting, during which such top. 
ics as re-employment of - veterans, defer- 
ments, wage stabilization and stock control 
were discussed. J. H. Schuler, treasurer of 
the Crown Drug Company, acted as chair- 
man of the meeting, which was held in the 
University Club. 


LOS ANGELES 
Topic: WASHINGTON D. C. ACTIVITY 


Lucien W. Shaw, assistant to the president, 
Lockheed Aircraft Corporation, gave a pres- 
entation on “What’s New in Washington?” 
at the regular monthly dinner meeting of the 
Los Angeles Control of The Institute, held 
in the Hotel Clark on April 13. 


LOUISVILLE 
Topic: LEGISLATION 
For its March 29 dinner meeting, the Louis- 
ville Control scheduled an address by George 
T. Holmes, executive secretary of the Ken- 
tucky Tax Research Association. Mr. Holmes 
reviewed the recent legislative session at 
Frankfort, the State Capitol. 


MILWAUKEE 
Topic: SOCIAL SECURITY TAXES 


The Milwaukee Control was honored by 
the attendance of the National President of 
The Controllers Institute, John C. Naylor, at 
its regular meeting on April 11. Mr. Naylor 
discussed the work of the national organiza- 
tion and its committees; also the seventh 
Midwestern Conference of Controllers, held 
in St. Louis from April 30 to May 2. 

Mr. Naylor’s address was followed by a 
discussion on social security taxes by R. W. 
Leach, president, Unemployment Benefit Ad- 
visors. Mr. Leach and his staff have been 
influential on all matters of unemployment 
insurance in Wisconsin since 1932, which 
was the year the Wisconsin Legislature 
passed the first unemployment insurance act. 
Mr. Leach discussed social security taxes at 
both the federal and state levels, and his 
address was both interesting and helpful. 
An informal discussion followed the address. 





Controls Naming 
Nominating Committees 


Presidents of Controls are appoint- | 
ing Committees on Nominations in | 
preparation for the elections of officers | 
and directors, which are to take place | 
in May and June. ml 

Newly elected officers take over their | 
responsibilities immediately, which | 
gives them an opportunity to appoint | 
committees and to plan activities dur- 
ing the summer months for prompt 
openings in the fall. 
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comes with a standard adding machine keyboard 





Operators like the simplicity of Nationals. They 
are all familiar with its standard amount keyboard 
— which is “flexible” and “visible” on National Type- 
writing-Bookkeeping Machines—permits checking 
and correction of depressed keys before printing. 
National Accounting-Bookkeeping Machines 
may be secured through priorities. 
Our factory at Dayton, Ohio, proudly flies the Army-Navy “E” with 
i four stars * * & %& for “unceasing excellence” in the production 


of precision instruments and other war materiel. 


CASH REGISTERS ° ACCOUNTING-BOOKKEEPING MACHINES 


The National Cash Register Company 
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MEETINGS OF CONTROLS 








NEW ORLEANS 
ELECTION OF OFFICERS 

Officers of the newly organized New Or- 
leans Control of The Institute were chosen 
at the March 16 meeting as follows: 

President, S. M. Smallpage, New Orleans 
Public Service, Inc.; Vice-President, Ben C. 
Moise, Maison Blanche Company; Second 
Vice-President,. Frederick P. Hagaman, Stand- 
ard Oil Company of Louisiana, Baton Rouge; 
Secretary, John F. McDonald, D. H. Holmes 
Company, Ltd. 

At a special luncheon meeting during the 
following week, The Institute’s President, 
John C. Naylor, vice-president and control- 
ler, Pet Milk Company, St. Louis, met with 
a group of members of the Control. 


PHILADELPHIA 
Topic: PREPARATION FOR PEACE 
The April 11 meeting of the Philadelphia 
Control of The Institute was devoted to a 
discussion of “Preparation for Peacetime Op- 
erations.” Speakers for the evening were 
Harold C. Stott of Sun Oil Company, Dan- 
iel H. Schultz of Leeds & Northrup Com- 
pany, and Alexander MacGillivray of RCA 
Manufacturing Company, Inc. 


PITTSBURGH 
EXECUTIVES’ NIGHT 
The Program Committee of the Pittsburgh 
Control of The Institute arranged for an 
“Executives’ Night” for the meeting of April 
28. A.C. Robertson, president of the West- 
inghouse Electric & Manufacturing Com- 
pany, discussed the fifty year development 
of industrial management, stressing the im- 
portance of the controller’s department in 
assisting management in the proper deter- 
mination of politics. 


PORTLAND 
Topic: PERSONNEL PROBLEMS 


Eugene Caldwell, General Manager of the 
Willamette Hyster Company, presented a 
paper on personnel problems and the selec- 
tion of various types of employees, at the 
regular monthly meeting of the Portland 
Control, held March 17, in the Heathman 
Hotel. Following his talk, there was a gen- 
eral discussion, during which questions raised 
by members were answered by Mr. Caldwell. 


QUAD.-CITIES 
ORGANIZATION MEETING 


The latest of new Controls of The Insti- 
tute, the Quad-Cities Control, was organized 
at a meeting held on April 13 at the Black 
Hawk Hotel, Davenport, Iowa. John C. 
Naylor, president of The Institute, attended 
and presented the charter. In his address, 
he set forth the principles, aims, and ac- 
complishments of The Institute, and offered 
several very constructive suggestions for the 
future guidance of the new Control. 

Officers elected to serve until June, 1945, 
were as follows: President, Stuart B. Miller, 
French & Hecht, Inc., Davenport, Iowa; 
Vice-President, C. P. Van Dyke, lIowa-Il- 
linois Gas and Electric Company, Rock Is- 
land, Illinois; Secretary-Treasurer, J. Walter 
Vaughn, Central Broadcasting Company, 
Davenport, Iowa. Directors, in addition to 
these officers, are: Lloyd E. Kennedy, Deere 
and Company, Moline, Illinois; and Thomas 
D. Mumford, American Machine and Metals, 
Incorporated, East Moline, Illinois. The 


chairman of the Membership Committee is 
C. P. Van Dyke, and the chairman of the 
Program Committee is Harry C. Lange, Od- 
nance Steel Foundry Company, Bettendorf, 
Iowa. 


ROCHESTER 
Topic: TAXATION AND POSTWAR 
EMPLOYMENT 
Taxation and postwar employment was the 
topic for discussion at the monthly meeting 
of the Rochester Control of The Institute, 
held March 29, in the Rochester Club. The 
discussion leader was Dr. Donald W. Gil- 
bert, dean of the graduate school of the 
University of Rochester and professor of 
economics at the University. In his opening 
remarks, Dr. Gilbert approached the tax 
system from the viewpoint of the present ob- 
stacles to adequate postwar investment and 
business enterprise, and reviewed the poten- 
tialities for reorganization of federal, state 
and local tax programs from the standpoint 
of postwar stability. 


ST. LOUIS 
Topic: REVENUE ACT OF 1943 
Ralph R. Neuhoff, of the firm of Neuhoff 
& Millar, was the speaker at the March 27 
meeting of the St. Louis Control of The In- 
stitute, held in the Missouri Athletic Club. 
His subject was ‘Corporate Income and Ex- 
cess Profits Taxes as Affected by the Reve- 
nue Act of 1943.” 


SAN FRANCISCO 
Topic: INDUSTRIAL ENGINEERING 


Mr. Paul E. Holden, professor of indus- 
trial management at the Stanford University 
Graduate School of Business, presented a 
paper on “Industrial Engineering’ at the 
regular monthly dinner meeting of the San 
Francisco Control of The Controllers Insti- 
tute, held April 25, in the St. Francis Hotel. 


SEATTLE 
Topic: “CARRY OVER AND CARRY 
BACK” 
The April 27 meeting of the Seattle Con- 
trol, at the Washington Athletic Club, dis- 
cussed the “Carry Over and Carry Back”’ pro- 
visions of the Revenue Act, as well as 
claims for refund under Section 722. It was 
announced that termination loans, and in- 
vestment of corporation reserves would be 
the subjects of the May meeting. 


SPRINGFIELD 
Topic: WAGE AND SALARY STABI- 
LIZATION 
The March 28 meeting of the Springfield 
Control, held in the Hotel Sheraton, had for 
its speaker and discussion leader, Mr. Robin- 
son, of the American Bosch Corporation, 
who described an approved plan of wage and 
salary stabilization in use by his company. 


SYRACUSE 
Topic: FOURTH WAR CONFERENCE 
Mr. J. Glenn Bilyea, assistant treasurer of 
the Precision Castings Company, and Mr. 
George E. Van Dyke, treasurer of Syracuse 
University, were the speakers at the regular 
meeting of the Syracuse Control of The In- 
stitute, held April 18, in the University Club. 


They reviewed the proceedings at the recent 
Fourth War Conference of Controllers, held 
April 3, in New York City. 


TOLEDO 
Topic: V AND V-T LOANS 

An interesting 45-minute discussion of 
V and V-T Loans was presented by William 
Watson, treasurer of the Commerce Guard- 
ian Bank, at the April 13 meeting of the 
Toledo Control. During the discussion, the 
members were given a chance to ask ques- 
tions, which brought out valuable side-lights 
on the workings and underlying principles 
affecting this type of bank financing. 

At the close of the meeting, Program 
Chairman William F. Webb solicited sub. 
jects for consideration at future meetings, 
and it was announced that at the May gath- 
ering, the main topic would be “Pension 
Plans,” with a portion of the meeting given 
over to reports from members who attended 
the Midwestern Regional Conference in St. 
Louis. 


TWIN CITIES 
VISIT OF PRESIDENT NAYLOR 


The members of the Twin Cities Control 
of The Institute had the pleasure of a visit 
by The Institute’s President, John C. Naylor, 
of Pet Milk Company, St. Louis, at their 
meeting on April 12, held in the Curtis 
Hotel. Mr. Naylor discussed topics of gen- 
eral interest to controllers. 


New Member of Board of Louisville Control 


Mr. W. R. Creal, of the Turner, Day and 
Woolworth Handle Company, has been ap- 
pointed a director of the Louisville Control. 
He will serve out the unexpired term of Mr. 
Herschel Burrough, who has been transferred 
to Chicago and is now connected with the 
Automatic Electric Company in that city. 


Boston Control Looking Forward 
to Tenth Anniversary 


The Tenth Anniversary of the organization 
of the Boston Control will be observed on 
Friday, May 26, at a special dinner meeting 
in the Hotel Lenox, Boston. The entire ar- 
rangements for the meeting are in charge of 
a special committee, aided by Mr. Wilfred 
L. Larkin of Boston Woven Hose & Rubber 
Company. 

Following a social period beginning at 5 
o'clock, the dinner will begin at 7. During 
the evening, a short business session, to elect 
the new officers and directors of the Boston 
Control for the 1944-45 year, will be held, 
and then appropriate observance and a pro- 
gram of entertainment will round out the 
Tenth Anniversary Meeting. 

Invitations have been extended to the 
present national officers and directors of The 
Controllers Institute of America, as well as 
to all past presidents, of whom at least five 
have stated their expectation to be present. 
President John C. Naylor and The Institute's 
managing director, Mr. Arthur R. Tucker, 
will be among the honor guests at the occa- 
sion, to which all members of the Spring: 
field Control, which until October, 1942, 
was part of the “New England Control 


(now the Boston Control), have been in- 


vited, as well as a number of other outstand- 
ing members of The Institute. 
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DEPRECIATION PRACTICES 
(Continued from page 207) 














with? It is safe to say that there is no 
single nor simple method which will 
ever be a conclusive answer to this 
question. Depreciation, like most other 
things related to future events, must re- 
main a problem to be dealt with accord- 
ing to attendant facts and circumstances. 
Nothing more can be done than handle 
these facts and circumstances in a logi- 
cal manner. 

It would appear obvious that the re- 
sults of the past can be evaluated with 
greater accuracy and reliability than 
one can guess the future. This is very 
certain when the distant future is in- 
volved. Therefore, it seems logical to 
conclude that the proper depreciation 
reserve for any time must be related to 
evaluations of the past effects of causes 
of depreciation. Such determinations 
being the best measure, they should be 
used to guide the course of the reserve 
balance, however annual appropriations 
may be determined. This is, in fact, all 
that can be done, whether or not it is 
specifically admitted. 

ADJUSTMENTS POSSIBLE 


There must, of course, be determined 
an amount to set aside for the reserve 
each year. This amount should be the 
best possible estimate based upon all 
the available facts and circumstances 
but if it be “pulled out of the air’ or 
related only to the number of hairs on 
the guesser’s head, it is only important 
that the amount be not unreasonable. 


(Please turn to page 232) 





WANTED 
Three Auditors 


Internal Audit Department of a 
well established, rapidly expanding 
manufacturer employing about 15,- 
000, with excellent post-war pros- 
pects, requires two junior and one 
semi-senior auditor for its staff. Prin- 
cipal administrative offices are twenty 
miles from Boston. Qualifications 
include specialized training in ac- 
counting and several years’ auditing 
experience. Give age, experience, 

| education, salary desired, and tele- 
phone number. Box No. 439. 


Controllers Institute of America 
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AMERICAN SALES BOOK CO., INC. sussipiARY OF MOORE CoRP., LTD. NIAGARA FALLS, N. Y. 
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NEW MEMBERS ELECTED 





NEW MEMBERS ELECTED 


At a meeting of the National Executive 
Committee held March 30, 1944, the appli- 
cants mamed below were elected to active 
membership in The Institute: 
WENDELL G. ANDERSON 

Consolidated-Vultee Aircraft 

Louisville Division, Louisville 
CORNELIUS BOLEN 

Converse Bridge & Steel Company, Chatta- 

nooga. 

FRANK E. BooTtTH 

Grayson Heat Control, Ltd.. 

ifornia. 

HERMAN W. BooZzER 
Georgia Power Company, Atlanta. 


Corporation, 


Lynwood, Cal- 


ROWLAND BRYCE 
Georgia Marble 
WILLIAM R. DILLON 
The Enamel Products Company, 
CHESTER W. FOSTER 
Nordberg Manufacturing Company, Milwau- 
kee. 
HENRY GOUDGE 
Consolidated-Vultee Aircraft 
Louisville Division, Louisville 


Company, Tate, Georgia. 


Cleveland. 


Corporation, 


FRANKLIN C. HILL 
Southern Wood Preserving Company, At- 
lanta. 

GEORGE C. Houck 
Seybold Division, Harris Seybold Potter 
Company, Dayton. 

ARTHUR G. KELLER 
Louisiana State University, Baton Rouge, 


Louisiana. 
P. G. MCAUSLAND 
Reliance Electric & Engineering Company, 
Cleveland. 
JOHN F. McDoNALp 
D. H. Holmes Company, Ltd., 
WILLIAM G. MAJESKE 
Philadelphia Division, Bendix Aviation Cor- 
poration, Philadelphia. 
WILLIAM M. MERRITT 
Houston Shipbuilding Corporation, Houston. 


New Orleans. 


VERNE H. MITCHELL! 
Stetson-Ross Machine ( ompany, Seattle, 
Washington 
Cyrit J. NYMBERG 
F. M. Sibley Lumber Company, Detroit. 
IRA E. OGDEN 


Bank of America National Trust 

ings Association, Los Angeles. 
Epwarp S. REDDIG 

White Motor Company, Cleveland. 
ALLEN C. Ritz 

Rollway Bearing Company, Syracuse, New 

York. 
J. W. SAVIDANT 

Canadian Vickers, Ltd., 
WALTER A. SMITH, JR 

The Crosley Corporation, Cincinnati 
RAYMOND A. SPITLER 

Piedmont Hotel Company, Atlanta. 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


and Sav- 


Montreal, Canada. 





BOSTON 6 CHURCH ST. ATLANTA 
wc CS YORK Sauer 











N. RICHARD VELLEMAN 
Davison-Paxon Company, Atlanta. 
WALTER W. WENNERSTROM 
Grand Rapids Plaster Company, Grand Rap- 
ids, Michigan. 
ROLLAND F. WHISLER 
Sheffield Corporation, Dayton. 
HENRY K. WILLCOXx 
Pettibone Mulliken Corporation, Chicago. 
JosEPH E. ZwIsLer, JR. 
Phoenix Hosiery Company, Milwaukee. 
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The specific accuracy of this annual 
figure is unimportant because it should 
be adjusted at intervals and, thus, can 
not carry the result far astray. An error 
in one period would be compensated 
for in the next. 

If, for any purpose, the annual ap- 
propriation must be stated as an age- 
life ratio according to any particular 
theory, this can be calculated very 
simply. Lives so derived are, however, 
purely the results of arithmetic. For 
this reason and for other good reasons, 
they can not be rationally compared 
with past-life statistics. This procedure 
recognizes estimates of future life and 
all other methods for arriving at an an- 
nual appropriation as precisely what 
they are, namely, guesses or assumed 
probabilities. 

Unfortunately, such guesses are the 
best we can do for the future. It remains 
only that we should treat them as the 
things they are. It is frequently asserted 
and usually accepted as an article of 
faith that no one can objectively meas- 
ure the present actual depreciation with 
necessary precision. I confess I do not 
know what degree of precision is 
“necessary.” Whether that degree of 
precision is high or low, or more or 
less than may be desirable is unimpor- 
tant. The important fact is that the ac- 
curacy of such measurements is greater 
and, by the nature of things, always 
will be greater than any assumption as 
to future life. This will still be true, no 
matter how many statistics are available. 

The truth of the foregoing becomes 
obvious upon examination. To the ex- 
tent that reliable statistics are available, 
they are a consideration in the measur- 
ing of present actual depreciation. It is 
important to remember, however, that 
while life statistics or periods of time 
enter into these measurements of depre- 
ciation, neither those estimates nor any 
mathematical functions of them are the 
sole measure as such, nor are they the 
only controlling factors. 


The scientific processes, by which the 
contemplated measurements of depre- 
ciation would be made, involve pre- 
cisely those same procedures which 
guide the decisions to create, maintain 
and destroy property. If these processes 
are sound as a basis for those purposes, 
they certainly should be adequate for 
measuring the progress of depreciation 
during the usefulness of such property. 
After all, decisions to create and de. 
stroy property are irrevocable, while 
any treatment of depreciation can be 
subject to periodic adjustment and cor- 
rection. To call the process inaccurate, 
to say it involves judgment—or any- 
thing else that may be said of it in the 
future—in no wise impairs the sound- 
ness and logic of the suggested proce- 
dure. All of these statements—and 
more—can be made with greater rea- 
son, against estimates of remaining life. 
It is my belief that the courts have al- 
ways had this fact in mind during the 
many years when they have repeatedly 
relied on determinations of actual de- 
preciation. 

Persons concerned with industries 
not yet specifically regulated must have 
often wondered at the importance at- 
tached to depreciation by the utility in- 
dustries. The reason is simple. The pub- 
lic utilities must, of course, deal with 
depreciation in connection with taxes. 
This, however, is a minor part of their 
problem. Of vastly greater importance 
is the fact that their income itself may 
be directly related to their treatment of 
depreciation. Only of slightly less im- 
portance is the ever present threat that 
depreciation will be made the instru- 
ment for accomplishing government 
ownership. 

Those of us in the utility industry are 
acutely sensitive to this problem. For 
this reason, we think we can see the 
shadow of coming events which will 
give others than ourselves a lively in- 
terest in all phases of this problem. It 
must be remembered that depreciation 
and, particularly, that resulting from 
obsolescence, will be a factor in postwat 
readjustments. This will be a major 
problem in the government's handling 
of the vast investment it has made in 
war industries. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 













































